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Terente, Ontario 


Charlottetown, 
Prince Edward Island, 
Thursday; * Jdune-/th, 1962. 


SUBMISSION OF THE GOVERNMENT OF THE PROVINCE 


OF PRINCE EDWARD ISLAND 


I eed 


APPEARANCES 


Hon. M.J. McQuaid, .Q.C. ~ | Provincial Treasurer 
Mr. W.R. Massey ~ Deputy Provincial 


Treasurer 


THE CHAIRMAN: We will now.open the hearing 
¢@ the Royal Commission on Banking and Finance in 
Prince Edward Island. We are very pleased to be in 
Prince Edward Island, in.spite of the weather. We have 
completed our tour of Western Canada and Central Canada 
and have already met in New Brunswick. 

We have-all read your brief with great interest 
anid ,without.further preliminaries would you now proceed? 

YOu may wish to make some gubmigsion. or do 
you wigh- us. to°proceed,,immediately..to questions? 

HON.« MR. .McQUAID: Mr, Chairman, .firet.of 
alli I understand.the: proceedings are very informal. 
I wass toldmd) could, remain, seated. 

THE CHAIRMAN:. Oh yes, I should have mentioned 
t hayte. 

HON, MR, McQUAID: . I first of all want to 
apologize for, this confugion,in time... We apparently 


have too many times in this province and this, when we 
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Terente, Ontaric 
get it mixed up with the times in Central Canada, 
certainly gets quite confusing. 

I'wish too on behalf of the government -- 
unfortunately the Premier is not able to be here 
this morming:t,nHe ¢ntended tobe. here) but, her le,dll -- 
I wish to welcome you gentlemen to the province. 
Unfortunately, the weather is not all that might be 
desired but perhaps before you leave it will clear 
up a bit and you will have the opportunity of seeing 
Prince Eqward Island. at..its best. 

I do not know whether it is your wish that 
Ivshould: proceed) tot read this ibriefcein detatihor I 
do not presume that any of the proposals contained 
in it are new. You have probably heard them stated 
Ine come “ot herog orm, 

THE CHAIRMAN: Generally the briefs are not 
read verbatim. Well, it depends on how you wish 
tordo Ait, really. Generally, ‘there -i¢ @ submission 
of a summary of the brief. However. that is for 
you to decide. 

HON. MR. MCQUAID: Well, the first portion 
of the brief, of course, deals with our financing - 
requirements, our past financing and what we expect 
in the immediate future. Part 2 of the brief is 
a statement of our funded and unfunded debt. We 
point out in the brief that two years ago ia were 
required to borrow’on the Unfted States market largely 
because at that time we had an issue that could not 
all be absorbed on the Canadian market, at least 


that was the best advice we had, that it would be 
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unwise for us to proceed to put the total issue on 
the Canadian market and we had an opportunity to 
sell $4 million of it in the United States which we 
did. 

Since that’ time the’ credit position of the 
province has improved somewhat and any issues that 
we have put out gince have always been able to be 
absorbed on the Canadian market.= We are working 
and have worked since 1959 under an agency arrange- 
ment whereby our fiscal agents advise us az to 
when is the proper time to enter and just approximately 
how much they think the Canadian market can absorb. 

One of: our’ Suggestions in the brief isi'-- 

I think probably this suggestion has been made by 
geome of the other provinces: or perhaps by’ all: of 

them -- that some sort of a co-ordinating system 

be set up whereby the provinces, for example,will 
know a@ Little time in advance, that certain provinces 
will know when other provinces may be coming with 

an issue.’ We have found in one cage in particular 

we arranged for an issue and we followed almost on 
the heels of bi extra large issue from the province 
of Ontario which, of course, makes it quite difficult 
for us and had we known that the province of Ontario 
was coming in ( I think it wage Ontario Hydro at the 
time) we probably would have delayed until the 

market would have been a little more favourable to 
our bonds. 

That is one of the matters that we suggest 
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between the provinces and, the dominion too whereby 
these things could be co-ordinated in such a way 
that there would not. be two or three issues on the 
market a%-onee ¢ 
That suggestion appears on page 6 of the 
brief, Co-ordinating -Borrowing 3 
"(a) We have mentioned above the 
difficulties, which, this .Province found 
in its search for money in 1959, which 
resulted in: the, private issue,in the) United 
States. This Province has also had 
difficulties, and will,continue. to have 
the: same difficulty in negotiating. loans 
at interest, rates ;which are the same or 
only Slightly :higher than the Central 
Provincesa),iWe:feel+there are several 
reasons for this,,gome of,.which are, that 
the amount of the individual borrowings is 
not,as darge,ags,.other, provinces, nor as 
attractive to investment. dealers. _Corregpond- 
ingly, the revenues.of the Province, the 
tax, base.and. the. population are considerably 
&Emaller than other provinces. Then, again, 
the Province is many miles away from the 
financial centres of the nation and ig not 
nearly as.well.known to the.general investing 
public." 
That was one of the difficulties we met. in 1959 when 
we attempted to. put our first issue. on the market, 


We went to Montreal to see our bankers and gome of 


yderadw cot notatmop ect pie-eeentvorg sit neewted 
yew 6 dova af petsalprovod ed pines agaidd eaedtt 


‘ety so gereat esidd ro owt ed tort piuow sredt tedd ; 
,eono ts texte | 4% 
ed} cto 0. 938g fo arseqas molpasagy 2 ject | uy 
att Saray” yh: agniwortod gatisatbro-o) _Tefnd je xe 
eft svods psnolimem sven eW. (a)" 1 dhe is 
pewot sontvont efdd dot dw hestohs ves in 6) ie 8 
dotdw .edcer ei yestow Tot doneee sot of ie 
petit edt mf eveat eteviag endenmt pet (veen » © , hi 
ped oela ead somivoxd aidts .getste | jut 
eved 03 ‘suntingo Litwepas webtivehriip oe’ jst 
aqaol gritettoged mt ytivoeltiib ems edd es 
‘to emes ed? cers coldw sede teerstnt 38 \ bt 
fartasd edt ned? sedgid yitdaiie vine a 
ferevee ers oxecdt leet oW , aeoortvord las 
+edt ore dotdw to smog ,aidy 20t ReeRseyT f 
a eaniwonrmod Lewbivibmal ad}; ‘bo Semone: oct t 3 
3s ted - Beonivemg wedTo es enueh ee tom >: a 
-paogserro) .,arelseb Sicimaiit iaieige sid oyigosys T8 tos 
eit .eodiverd, edt to seumeven dy eviga, is 
YldsiTsbianod 8G qols siugog edd pre e8sd xsi ‘ iss 
aisgas ident .seontiverg sedie asad rellems hes 
eit) moxt yewe selim yasm Sf gon bv ont edd - 
jon ef pasa notte edt Io Bextaeo {siorsnolt F 
guijaeval Lereneg edd of, nwond tLew a6 yvireen las 
“ “setidng iis 
monw @20£ at tem ew eeltivoltitp eft Yo eno Baw dsd? bas 
jensen edt mo sueel Jerhi te tuq ot betqmedss ow Vee 
ro emoeR bas aredned, wo sea of LaeximoM of jnew oW | ; 
y ne” 


~- 2G 


Nethercut & Young - 2117 - 
Terente, Ontaric 
the investment dealers and suprisingly enough 
alot of them just were not interested. 
"At the same time, however, the 
security for the borrowers is, to a large 
extent, identical with the security of any 
Canadian governmental issue.” 
We fé@el that our security is practically 
the game ag the security offered by any of the other 
provinces : 
"This security is, of course, the 
people and the prosperity of Canada. We 
know of no Province which has gone into 
pankruptey or which ig presently in default." 
(c) on page 7: 
"We consider it not only sensible 
but advisable to set up a similar co-operation 
between the Federal and Provincial Govern- 
ments. We believe such co-operation would, 
to a great extent, counteract the considerable 
disparity in borrowing rates, not only among 
the Provinces themselves, but between the 
Provinces and the Federal Government. It 
seems to us perfectly feasible to set up. 
a central borrowing agency, which will borrow 
funds at regular intervals i 
This is one of the proposals we make -- 
"... Which will borrow funds at regular 
intervals in amounts not only estimated to 
meet the current demands for funds, but amounts 


which it is felt can be readily absorbed by 
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the money markets, This central agency 
shoutd be administered by the Provincial 
and Federal Govenments, and might, perhaps, 
be a separate division under the day-to-day 
administration of the Bank of Canada, This 
agency will_in turn loan money to the 
co-operating governments at a rate calculated 
to recover the borrowing cost plus the 
expense of iggue and administration. Hach 
government authority would be required to 
provide the agency with an estimate of their 
fund requirements for the ensuing, gay, 
eighteen months. The government authorities 
would then borrow from the central agency 
as they require, up to, but. not. exceeding, 


the amount of their estimate." 


-- @ Setup ,with available funds in different. provinces. 

Tt is pointed. out, of course, Innathe prier 
that one way that we finance and we have found it quite 
beneficial particularly in the past two or three years 
ie by way of deposit receipt. This is money that we 
accept from our citizens, our individual.citizens 
on a5 per cent.interest. basis with the understanding 
that.if the money, is left._in 90 days then the interest 
Will be payable. .If it is taken out before the 90 days 
nen no inverest is) paid bug aif .he keene it, 1n.90 days 
iD earns interest, 

We increased our authority to borrow money 
that way in. the 1960 or 1961 gessions of the 


Legislature and now we can borvow up to $5 million or 


Ne Sa ek 
is 
woneae mieten b 
“ Eetontvori ond we pixei statmos ed bs 


| caqectseg tat ome .ednemmevod fonebet 
YsSb-ol-Ysb ae nebay notatvib stsusqes s 
ald? . ,Sbsoso to Nasa es to noted ataimbe 
| edt ot yernonm 80 f eg ot £Liw kenpae 
persiuolso SI B% 8 J8 ada amin tev Og geil 3a eqo- “09 
edi autgq B09 ga twortod odd sevooet o3 
dos .notisytainimbs pos eusel To SENSIS 
o} beifuper ed bluow yilvodius j nenerevo3 
tiedit ‘to evant yes as diiw youegs aAt sbivorg 
<¥Se .gctiuene odd rot atgemetiupes bay 
_seliltodius igemarevog edt adi aom neeidgtes 
yonegs [artaeo sit mort. worTdd ment blow 
_gnt pesoxs jon tud .o} qu ,extupet yedd 8s 
", otsmi tae tied to tavoms edd 
geonivotg ioeretiip af aban? eldsiisvs diiw quiea 8 -~ 
tetyd edi at .eaxuoo Io .JNO betatog al vied 
Siup ti basot eved ew pis eonsitl ew feds ysw erro jadi 
“a1 s0y eerdt to ows Jasq end al ylisiuottueg, [stoi temed 
| ew vsdt yeaom st 


atdT .jqieoe: tisaqeb To ysw yd af 


anesi ito fsubivibal nuo ,etesidlo wwe mort Jqso0s 


~ 


E ee 7 
aan ne ——— - a 
a . —_- = “si — ae - : 
eS cy 2 
: ss at * Fs 
f al ‘ 
= i al i 7 
~~ a ded 7 = 
= 4 em a 


1 
os 


at 


OF 


FM..- 


; ‘te 
ae - 
‘ a 
ar 
4a 
if ae 


' Bao 4 


er 
ey 


ail boete gongs ed} diiw etasd deerstal daeo teq Cc & 0, iq je 


teerstnt, sd odd 


evsb OC edt sioted Jo nexnet af ti i . eld sy sq ed Lotw 


eysb OG at di eaqeex ed Il Jud bisq at taeretnl om medi 


_teexetnt ans 42 


rt a | 


yertom wortod 4 yiinodsus XO peasotonl ow 1S 


a 
4» ond to anole 208 feet 10 o0e L ona 3 spaiials 
bios f 7 ¥ me 
7 


m 2, 


LO so LL Lt m ag at aH woatod NSO ow won pas emwislal sy 


eysb O02 af. diel al Yeon eid ti aed ” 


Wi 
ts 
Pd 


ime 


i 


a 


ee 


RY pe ioe Pat es 
7s ee 


Nethercut & Young : - 2119 - 


Terente, Ontario 


accept deposit receipts up to $5 million. 

During the past year we increased our 
deposit receipts by something over $1 million. We 
have not made any wholesale advertising effort to 
get our people to invest in this type of security. 

We have in sort of ‘a general way made it more known 
to the people that this service is available and we 
find it very helpful. 

There ig no bond issued. :..fhe man is just 
given hie deposit receipt and when he brings that 
deposit receipt back if he wishes to leave the money 
there a new receipt is issued for the amount of the 
deposit ‘with accrued “interest. ‘These ‘deposit receipts 
are not accepted’ from large -corporattions or 'trust'* 
companies’; ‘they are” confined to-individudie ‘and 
they not are negot table. 

We feel that in our borrowing dealings 
during the past year particularly we have saved a 
considerable amount of money by borrowing on short 
term. We have found the short-term money market 
readily availiable ‘tous’ and’, asthe brief points out, 
we have borrowed at interest rates as low as 3% per 
cent by way of Treasury Bille over the period of 30,60 
and 90 days. We have also been able to renew thege 
Treasury Bilt. Or *csuree' Sit “te Gwery “pecwl lar thing, 
the banks do not like it. When we do have to renew, 
if we do have to renew, we would have to borrow the 
money from the banks. 

With regpect to the borrowings of local 


municipalities our practice is, of course, to guarantee 
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their bonds) They seem to think -- although ‘there® is 
some question in the minds of our auditors as to whether 
or ‘not this is correct. -- the municipalities seem to 
think if. the bond “is: government guaranteed it can be 
sold at a better-priice' and a-Llower rate-of Interest 

than if the government guarantee was not attaciied to 

it. Of course. thie raises an indirect: liability and 
they are growing in this movince at quite a substantial 
rate but we feel that this is a service we have to 

give to our municipalities to assist them in borrowing 
for capital ‘projects. 

The game thing applies to our schools. We 
guarantee school bonds if and when required. 

That, Mr.’ Chairman, if’ a very rough’ explanation 
of our brief. >If you wish to: hear anything further ior 
to agk any questions we would be glad to answer tiem. 

COMMISSIONER MacKBEN: Mr. Chairman, Mr. 
Harrold and I have @ number of questions. After studying 
the brief some of these questions Mr. McQuaid hag 
already touched on in summarizing the brief but he would 
not mind going over them again perhaps for the 
record Jjust’'to have’ them’ gettled, 

In etudying- thne-brief, Mr. McQuaid, there 
seems to be some indication that you have difficulties 
at times in meeting any financial requirements by 
funding. But’ Prince Eqward Island has always enjoyed 
a reputation of managing ite financial affairs ina 
very congervative way and the stringencies of money 
on the market generally that obliged you to go to the 


States in 1959 were general pretty well across the 
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. country. The amount was larger than your average 

2 borrowing. $4 million is a bigger amount than had 

3 ever been sold before, am I right? 

4 HON. MR, McQUAID: That ig right, sir, yes. 

5 COMMISSIONER MacKEEN: How did that come 

6 about? Was it an accumulation of bank loans? 

7 HON. MR. McQUAID: It was an accumulation 

8 of ve borrowings for the most part. Inthe previous 
9 government of the years previous to 1959 there were 

10 some refunding issues go out and tie government 


11 of the day felt. that it was advisable to wait -- 

12 interest rates appeared tio be high, they apparently 
13 felt it would be good judgment to wait and gee if. the 
market would. improve. We had had bank overdrafts 

in excess of $11. million and, of course, immediately 
On a@ change in government I Suppose the banks did not 
know just what, the situation might be and they more 
or less ingigeteds:that,.cthese, overdrafte should de 
funded ratheaythan, canr led. ag:unfunded debt. 

COMMISSIONER MacKEEN: Was there any 
pressure from; the banks to make repayment? They were 

x 
short of, money themselves: at that time. 

HON. MR.» McQUAID: We did have, sir, a 
request from our chief creditor to try and get some 
of these ameuntecforythem, 

COMMISSIONER MacKEEN: Are you contemplating 
any large capital expenditures that you want to 
anticipate? 

HON. MR. McQUAID: No, our capital 
expenditures .are more or less stationary. They do 


not vary much from year to year. It is generally the 
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building of roads. This year we embarked on a 
fairly large school building programme in as much as 
we have under construction two large vocational 
gechools, one in Charlottetown and one in Summerside. 
The Charlottetown. .achool. is estimated to cost somewhere 
in excese of $1 million and the Summerside school 
will be very, very, close, to that. figure but apart 
from these schools our capital expenditures remain 
pretty well the Same. 

COMMISSIONER MacKEEN: Your net debt is 
approximately $23 million. 


HON. MR. McQUAID: That wae at the end of 


COMMISSIONER MacKEEN: The last fiscal year? 

HON. MR. McQUAID: Yes, $32, 850,000. That 
igs the estimated for the end of March, 1963. 

COMMISSIONER MacKEEN: That is the gross? 

HON. MR. MeQUAID: No, that is net debt. 

COMMISSIONER MacKEEN:;: After taking the 
Binicinee dd und: off, .7 

HON. MR. McQUAID: No, the sinking fund is 
nov wrt tenwolt., 

MR. MASSEY: That ils the sinking fund plus 
the. unfunded debit.. 

COMMISSIONER MacKEEN: Plus the unfunded ? 
‘ MR. MASSEY: Yes. 

COMMISSIONER MacKEEN: Current? 

MR. MASSEY: Yes. 

COMMISSIONER MackKEEN: The unfunded debt would 


include deposit receipts? 
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MR. MASSEY: This is a# of March this year, 
the gross funded debt was $29,950,000 and sinking 
funds were roughly $4,900,000 leaving net funded 
dept of $25° nYrrvor. 

COMMISSIONER MacKEEN: $25 million or 
$24 million, yes. 

MR .Y MASSEY %* Well ,“' gqropped thre’ odd figures. 

COMMISSIONER MacKEEN: That does not cause 
any concertr.” Op a per ‘captta’ baste there ‘are: plenty 
of regkources in this province. 

HON. MR. McQUAID: Yee. We may be too 
cautious ‘but we Have the reeling “that perhaps ‘the 
time is now too Tar away wierl we fay Yun “Ltcy sone 
Oil hLculty 11 We KEEp On BOine Intu dept year diver 
vear arter year. Onur aim nae been, or course? to ‘Try 
Sid weveae VEoee CO a SauLelaccOry balanced pudrek 
ag possible. In 1959 and 1960 we were successful. 
Lagt year we were not by reason of an unprecedented 
snowfall. 

COMMISSIONER MacKEKEN: “In 1959 your current 
bank loans were’ trigher-*than normal? 

HON. MR. McQUAID: ‘Yes, they were. 

COMMISSIONER Ma&cKEENT’ Well; “In ‘that srtdat ion 
it was difficult for the province of Prince Edward 
[gland to “borrow, “like the otner “provinces at that 
time because institutions were not increasing tuneir 
portrolios. “On the question “of "the depo@it of receipt 
regulations, could we havefiled a copy of the regulation 
with the Commigsion? 


HON. MR. McQUAID: Yes. We have’a Deposit 
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Receipt Act. 

COMMISSIONER MacKEEN: Yes, if we could have 
that, ‘I\think it' would’ be of interest. 

MR, MASSEY: We can give you a copy of the 
Act taken from the getatute books. 

COMMISSIONER MacKEEN: Are these deposits 
repayable on demand, or are they for a term? 

HON. MR. McQUAID: Payable on demand. 

COMMISSIONER MacKEEN: You mentioned $5 
mb bion , 

HON. MR. McQUAID: That is the amount beyond 
which we cannot take -- once our depogit receipts 
reach the $5 million mark we cannot accept any more 
unlegs we get further borrowing aut.iiority under statute. 

COMMISSIONER MacKEEN: How much money have 
you out in'’that»way ‘at the ‘présent<t ime? 

MR, MASSEY: About $4 million, rodgh dayyre- 
$4,100,000. 

COMMISSIONER MacKEEN: And that money being 
on demand, if there were any extraordinary withdrawals, 
or if we ran into money stringency again, I suppose 
you have arranged bank credit? 

HON. MR. McQUAID: Yes, we have to arrange 
bank credits -- we have that understanding. 

COMMISSIONER MacKEEN: You have that under- 
Standing with the bank? 

HON. MR. McQUAID: Yes. 

COMMISSIONER MacKEEN: Of course, even if 
you have credit arrangements, if the banks haven't 


got the money available under stringency conditions, they 
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might not make it available to you, so that I presume 
you are keeping a careful watch on the amount you 
will have. out in that way? 

HON. MR. McQUAID: We realize, of course, 
there is a danger there. That is the reason.we never 
accept large amounts from any one individual or large 
deposits from trust. companies. We keep them small 
so that if two or-three individuals wish to withdraw 
it is. not toovbie anébradnponnus. 

COMMISSIONER LEMAN: Do you have statistics 
that show the fluctuation, of ;the,turnover.in,deposits? 

MR, -MASSEY:...I will-.give+you the;figures 
from.1951 up to March of this year. 

COMMISSIONER BROWN: On the redemption of 
the withdrawals. 

MR. MASSEY: We have it at the first of April, 
1960 -- we had $1 million.. Well, I know the figure 
the next April,,orsthe end of. March .was,--.I.can't 
tell you how much came in or how much went out without 
going through the accounts, 

THE CHAIRMAN: It has been steadily growing, 
hasn't it -- the net balance? 

MR. MASSEY: For instance, on March 31st, 
1961 we had $3,459,000; at the end of March of this 
year we had $4,100,000. 

COMMISSIONER MacKEEN: This is very similar 
to parity bonds? 


HON. MR. McQUAID: Practically the same, 


COMMISSIONER MacKEEN: Have you considered 
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issuing parity bonds in place of these? 

HON. MR. McQUAID: Personally I have turned 
it over in my mind but we haven't made any decision 
on it. 

COMMISSIONER MacKEEN: You sell these 
aLLeCt? 

HON. MR. McQUAID: No, actually we don't 
gell them. We wait for the people to come in. 

COMMISSIONER MacKEEN: You are pretty 
nearly up towthes ian? 

THE HON. Mr. McQUAID: We are pretty nearly 
up © our $5 million, and if we want to go beyond tnat 
we have to have the Act amended. 

MR. MASSEY: They cannot write cheques on 
Les 

COMMISS IONER MacKEEN : Gould you tebl-us 
roughly how many depositors you have? 

MR. MASSEY: The last figure I have would 

were 
be a year ago and there /Zomewhere around -- between 
700 and 800, but a lot are awfully small. Some 
would go up around $5,000 or $6,000 or $10,000, 

COMMISSIONER MacKBEN: What is the maximum 
you take? 

MR. MASSEY: There if no maximum but we try 
to keep. it. -- unless it is an institution: Say we 
have a fire and one of our institutions burns down, 
or a church, and.they.collect.the insurance: While 
they are bullding they put the insurance money on 
deposit with us and when the time comes to pay the 


contractor they withdraw the money and their interest. 
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COMMISSIONER MacKEEN: You are paying 5 


per canton that’? 

MR, MASSEY: ‘Yes. 

COMMISSIONER MacKEEN: What is the highest 
you “have “pa td? 

MRYOMASSEY?Y That’ 12 tre highest ys’ the Lowest 
wae 22°6n May 31st, 1947, and then 3 in 1957; 34 in 


Pose, 32 irrresa yr lyin 1956, andg"> *starte January 


COMMISSIONER MacKEEN: Do you take any 
term money at all-in your day-to-day money? 

MR. “MASSEY? "No. 

COMMISSIONER MacKEEN: Ail demand? 

MR. MASSEY? Yes. 

COMMISSIONER MacKEEN: You mentioned you 
Men fleca. agente, Liat te 10m One Tol "tie dearer 
housege; is it? 

HON. MR MewUuUAID: Yeo, sir. 

COMMISSIONER MacKEEN: You don't call for 
tenders any more? 

HON. MR. McQUAID: No, we haven't called 
for tenders in thig province Since 1959. Previous 
to that the province did work on a tender basie, 

COMMISSIONER MacKEEN: Do the fiscal agents 
handle American financing for you too? 

HON. MR. McQUAID: No, our figcal agency 
didn't @andle American purchasing. At that time, in 
1959, when we gold the American issue, we actually 
‘didn't have a fiscal agency established. We didn't 


have time to get it established. We took of'fice in 


. Caen ie 
taedsid edt at tedW ‘(SGoeM REMOTLETMMOD 
Sbisq oved 
tgowol otT ,teergtd ent et tedT :YaaeaM AM 
BE> :FeOL Ab € fais! pre ee Pere. SM pie) 

visunsl etists @ bes .d¢2f af # picen oi GE Sel 
| .Od@L , tal 

ys enst voy od  :MUMosM ARMOTCAaIMMOO 
| ¢yonom vep-ot-~yeb' tuoy Al Lis ts yonom niet 

| ,oW : YEacaM AM: 

chiens. 16k' :WVESAoeM AAMOTZ2IMMGO 

BOY +Y82OaM . AM 

yoy benolinem voY +:WaaiosM AAMOLAaIMMOO. 
roflesb sus to-6n0 mort’ af teadT 1etnegs Isoeit bed 
Sor ef .#esuod 


fe (89¥ +a AUSoM AM. . WOH. 


no? [f@o t'nob voY ‘VERNosM AEMOTe2IMMOD 


Ssrom WIS Bsrepres 


belfss they ad. 4h of 'PQTAUQOM. /AM LMOH 
syorvest (CA0L sont eonivora sidd at eyepnet rot 
. afesd yebast 8 ‘Wo wtow bib gontvorg sdt tsdd of 
gttege [eoet? sit o@ sWE@TOSM ABMOL22IMMOO- 
Sood Noy TOT gofomsntt ergot tom A olpred 


yonsys [soeil two .of :QLAUPoM .AM .OH 


af pemis tsd? JA .gntasdowg osofiomé efones t’abib | 


yffsutos ew .eueel mBotromA eft ploe sw redw .e@eL 78s 


j'abib oW .bedeildstes youegs [eoart s evsd cin | @ 


j 


4 > 
ane 
 % 


Nethercut & Young « 2329 - 


Terento, Ontaric 


September, 1959 and found that by the last of 
September that we didn't have time to establish it, 
but we established it immediately after. 

COMMISSIONER MacKEEN: You have made mention 
Ofraegroup of provinces banding together to do their 
financing: cThatSiscthe four Atlantic rprovinces,; for 
instance? 

HON. MR. McQUAID: Yes. 

COMMISSIONER MacKEEN: Would you enlarge 
a little on that, Mr. McQuaid: -.Just-how-do you,think 
i¥.eould obe,.done? 

HON. MR. McQUAID: What we had chiefly in 
mind was that if «the four Atlantic provinces could 
get togehter and say, "Here are our requirements 
for the coming year", Newfoundland may say that they 
want $ 15 million, and if there wag gome arrangement 
whereby these provinces could go on the market at 
different times go that one would not be following 
too closely on another -- and that applies particularly 
to the province of Ontario, as I mentioned previously. 
It is very difficult for us to sell. our bonds: if 
we come on ;the heelgecof a-large,issuefrom:Ontario. 

THE CHAIRMAN: Wasn't that problem discussed 
at a meeting not very long ago of the provinces -- 
or of the Premiers of the provinces? 

HON. MR. McQUAID: Yes sir, last year. 

THE CHAIRMAN: This problem was digcussed 
then? 

HON. MR, McQUAID: That is right. There 


was no action taken on it yet, except I believe tue 
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. province of New Brunswick and possibly Nova Scotia -- 
2 did. they not join up not long ago? 

3 COMMISSIONER MacKEEN:. In New Brunswick 

4 they mentioned it, but I don't think it was ever 

5 formed. 

¢ COMMISSIONER MACKINTOSH: They stated they 
7 


had undertaken to keep each other: informed. 
MR.«MASSEY: Yes; of borrowing and the 

time of igsue»so they would not clash with each other, 
THE CHAIRMAN; Have they done that, or dis 

it -too, soon to» know? 
MR. MASSEY: No, tuey haven't done it yet. 
COMMISSIONER MacKEEN: At a time of very 


great money stringency += 1932 and.i933 -- under tne 


Department of Finance -- and there wag no Bank of 
Canada at that time -- there was formed what was 


known ag the Orderly Marketing Board. The provinces 
fubmitted their requirements to this board and issues 
were made to the amount the market would abgorb by 
each province. This was headed»by the leading financial 
houses and some of the banks, carried on for about 
two years and then jealousiege crept into it and 
other diffteulties,  (Trevyborrowers didn't think they 
were getting as good a price ag some -- there was 
more jcompetitionain tbliaadtbit febbito pteceewfor that 
reazZom. tcbtifiemit would be something along those lines 
that you have in mind? 

HON. MR, McQUAID: Did tney find it worked 
satisfactorily while it did work? 


COMMISSIONER MacKEEN: It did work satisfactorily 
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for about a year and a half, but at the same time 
there wag no other recourse, but once money started 
to ease up, then other dealers who were not in 

this big group started to bid and they were willing 
to take a little lower spread and they were getting 
the bonds, and that is what caused the breakup. 
Wouldn't it be possible for the provinces instead 
of forming a separate group to work with the Bank 
of Canada in such a way they could advise the Bank 
ag to what their requirements might be on an annual 
bagis and get advice from them so there would be 
more order in the times at which issues were made 
to the pubkic? 

HON. MR. McQUAID: That would be with a 
view of not conflicting with Dominion ofCanada issues? 

COMMISSIONER MacKEEN: Yes, and you also 
Say you would not want to go out on the day after 
Ontario had had an issue, 

HON. MR. McQUAID: Yes, I think the Bank 
of Canada could be a sort of clearing house for an 
arrangement of that kind if they would undertake 
it. 

COMMISSIONER MacKEEN: They haven't ghown 
much desire to interfere in provincial affairs, but 
possibly that might solve the problem if it were 
put up to them. 

HON) MR, McQUAID: Yes. 

COMMISSIONER MacKEEN: Your borrowings 
are mainly what ig known ag social borrowing -- that 


ig, for roadge and schools? 
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HON. MR. McQUAID: Yes. 
COMMISSIONER MackKEEN: How about rural 
electradg ication? 

HON. MR, McQUAID: ©No, we haven't had 
to borrow any for rural electrification. We have an 
arrangement with Maritime Electric whereby we finance 
thnenoconetrhetdton of othendtinéshuroriée octrseg \theyore pay 
UBWOVEer, al period or years 

COMMISSIONER MacKEEN:. How do you finance 
that in theUrirer. nevance? 

HON. MR. -MecQUAID: It is financed out of 
Uhé° consol fdatedofund,-and-if that helps toe buiid 
up our bank overdraft 1 @Q6ppose! Gndivectayothe rural 
electrification is a cause of bond borrowing. 

COMMISSIONER MacKEEN: Well, it has been 
pretty extenaivelchasn!t it? 

HONS MR. McQUAID: Yes, it has been, 

MY MASSEY" Butere ia over at pert'od OF! 
Vears |, 

COMMISSIONER MackKEEN: $3 or 4 million? 

Mi MAO ey ? rt cond pe. UM was thinking 
tn verme “or-annual expenditures that’ we would- spend. 
Some years it would run to $400,000, and then another 
year it may only run to $275,000 to $300,000, and 
Le SOUL apy teres Welly raven’ t: Sot the Figures. 

COMMISSIONER MacKEEN; Do the customers 
bay your carry ine charges on thaty 
MR, MASSEY: No. 


COMMISSIONER MacKEEN: It is not self- 


rustaining then, but it t2,° TD euppoke, self-liquidat ing? 
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MR. MASSEY: Self-liquidating,. 

HON. MR. McQUAID: We have it’ pretty well 
extended now: We started on @ policy "of five 
cusgtomere to the mile, and now we are down to four 
to the mile, and now three to the mile, and we probably 


can extend 1t ‘too-two! to!tthe mile. Whether we can 


economically gotbe low ‘that: fiptrre “& the: question. 
However, they! Stell: want elect rif icat Lor. 

COMMISSTONER’ LEMAN-: One-half ‘to the mile? 

HON... MR. McQUAID: Yes. 

MR MAS SZY2) ‘Thatepart yeai®,¢ ate the’ ‘end of 
Maren we Spent $337,000. The year. before we spent 
$390.000. “This: year we expect to spend around 
$275,000. One year we had a freak ¢torm in January 
and it toodkVablletre\wi reece -fom weelt: (of. ithe Hunter 
River’ and that ran ug into somewhere around $500,000 
to replaceiigha t4 

COMMISSIONER MackEEN: And that. Gust) came 
qube loft weniexeatl funds? 

MRD MASSE Y30 1ie 83, ute ofligerneral funds . 

COMMISSTONER MacKEEN: You juet left that 
Jer ger expe tddniure fs aie wecas parts ofadour. furidged 
Ge LIM Wirhoumany Bar 

MR, MASSEY “Tt. is part of! the congolidated 
revenue fund. 

HON. MR. McQUAID2 - When “Lt tse funded ‘it is 
not earmarked as rural electrification. 

MR. MASSEY: We a lt borrow it for rural 
eves tHafaeation. We just borrow it for,general revenues 


of the province™to replace: ovelrdrafth 
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. COMMISSIONER MacKEEN:. It is a little 

Z different type. of:.loan or expenditure in that it is 
3 self-liquidatings , It pis, different, from a bridge,or 
4 


a gchool.in tiat respect, tuat eventually you get it 
paid back. 

MR. MASSEY: Yes. 

HON wolin MeQUALD: Yes, we really don't 
count it -- while it is a provincial government 
project, inothe dhimadenalyeta it vis, a,project,,of, the 
Maritime Electric because they pay it back. 

COMMISSIONER MacKBEEN: To get back, to, tne 
United States. Loan 10f,.1959:.dhhnat is payable in 
United States, or, Canadian funds... or both? 

HON. MR. McQUAID: "Nosy United States. 

COMMISSIONER MackKEKEN;: Principal and 
in teue $1.7? 

HON. MR. McQUAID: Yes. 

COMMISSIONER MacKREN: You mention in your 
brief the fact,-that..the province has, been paying more 
than, Some corporate bonds are selling at. Don't you 
think that is, due to; the, fact that, there, are comparatively 
few Prince Edward, Igsland..bonds. outstanding... When 
an. «snes co Ltut bon Lea soiling. inte, the,manket’ to build up 
their portfolio, marketability is sometimes more 
important, to, them than the, yield. and. it, may. be that 
they prefer.-to have, say, Bell Telephone bonds wiiich 
ig. in the,.hundreds, of millions outstanding, rather than 
the generally less than two million outstanding of 
your bonds? 


HON. MR. McQUAID: In other words, the Bell 


7 e a a . - 2 


7, a) yy = ie an. bs yaa ee 4 ee 
cgiees: gal Db mds q 
ated) otro 


afjiifl s 3t dL <UeSiosM ARMOLCarIMMOD 


f 


afuds tent wh sasdtpneqxs wo .0BOL, to Saigt JooreTild | 


xo egbind s mort tneveTiip afl. oii tebivpitl-Tis2 
ti. tes voyrypliauineve D817 .sosqgeer sit nf dootes 6 
,dosd bL8gq 
~S0Y <¥H@aAM JAM, ; 
t'wob yllsex ow ,eeY dL AU GoM AM . WOK 
tremnrevog Letontverg & eb 31 elidw -- ti J¢owsoo 
Sit 0 tostorg & Bb ae ataviene sent? ere . soeLorg 


Nosd ti yaq yedt s2uesied btntoefld emitixeM 


G 
Sof 


of Nosd fey oT +WSHNoSM AAMOL GeIMMOO 
at eidegaq af 3scT 1@@Ql to Bol eetste bettav 
Sitod to .sbavt nsipsaso 10 getista petiau 

_eetet2 petiaU ov :dLAUQoM . AM . AOH 

bas [eqloninxd > (ADloaM ASMOT calMMoo.- 
ejaszretal 

_39¥Y +:@IAUSoM .AM . WOH 

} yuoxy at coftoems voy :VWSEosM AMMOLAGLIMMOO 
eyom watysq need 3sc sonivotd ecij.jtsads tost eat Telud 


goy t'sod «ts goiliss os ehpod etsYveqtoo emoe oBdt 


vissragmoo ens exredt Jaa +581 edt of subloai Js) wot dd 


gecdW wgnibmast2iso epnod poselel pyewba gontird wet 

qu bilud of sox sm ond ojnt aniog 82 joliutl hrgik ws 
syom gemitemos af yiflids? onsen voltlotinog wieds 

jsit ed yam dit bos .bLlely eit ced? moat ot tastroqm! 
dotuw aboaod snodqeleT [led .yvsa evsi ot yvetsxq yedt 
cedd sodten gil baistasvo snobllim to sberbaud ons mt al 


to gifpnstaivo molilim ows mead gee[ yllsienesg odd 


Sabrod MNOY — 


f{sG ed? .sprow sedzo. al ;qLAUWoM . AM , WOH 


ai 
\ : 
| 
i 


— Nethercut & Young = 23737 = 


Terente, Ontaric 
5 Telephone bonds would be more saleable in the event 
- they had tobe liquidated? 
; COMMISSIONER MacKEEN: Well, they command 
4 a wider margin?’ Is that youropinion? 
5 HON. MR. McQUAID: I would tuink so, yes. 
6 COMMISSIONER MacKEEN: I would think that 
7 


would be the fearon for “it. 

HON. MR. McQUAID: Yes. 

COMMISSIONER MacKEEN: You mention Crowu 
Corporations, and the Public utility Commiseion is 
included ag a Crown Corporation. Does it own property? 
Hae it asgsete and Ilabilities? 

HON. MH. McQUAID? ~The Public Utilities 
Commission? 

COMMISSIONER MackKEEN: Yes, it ig listed in your 
brief as one of thé Crown companies. 

HON. MR. McQUAID: No, they don't own 
anything, a& far as I know, 

COMMISSIONER MacKBEN: They are usually just 
@ regulatory body. 

HON. MR. McQUAID: It is actually only a 
commission set up to take care of all our public 
utilities, but they don't: own property. 

COMMISSIONER MACKINTOSH: Do they operate 
the public utilities, or do they just regulate them? 

HON. MR. McQUAID: No, they are more 
reeulatvory, ~ lafact> IT can't’ think ‘of“any “case ‘where 
they operate; they just regulate it, 

COMMISSIONER MacKREN: The province guarantees 


the municipalities: That does not apply to eitherSummersjide 


a4: 7 
ace fo 


i eae 
jnsvé sit of efd8else ‘ovom ed bluow epriod « iqoleT 
i” : “® 


i 


sii (| Sesvaptuph 907 bed ver? 


prammoo yeds .LLoW :VosM AAMOLe2IMMOD 
fnoinigo tvoy tadt al rofgrem tebiw & 


-goy .08 Halus pluow I :GLAUQoM . AM . MOB 


* 


+eit Mntdt oloow I :VSaHoSM AAMOTSAIMMOD 


tb not nogseex sdt ed bivow 


as 


_89Y “qT AUQGoM .. AM .“OH 


nr 


er word Hotinem voY +1+VU@EXosM AAVOT2alMMOd 
$05, | iia 
‘4 at noteaimuod YIFLPIU ofldwa sit bas ‘snolsstoqtod 


| 


fyjneqorg owo Jf ge0d sotisxoqi0d mwor1ld & 38 pebulont | 
; 
i 


“Seetitiidst brs ateses tf &sH a 
gettiLtsu offded eT :aqLAUPoM AM . MOH él 
a ee, ‘natal Snolaatmmod a | 

thoy at betarl ef gf .89Y :WaaxosM ARMOTeCIMMOD | a 
‘ gelneqmoo aword 8dt to eno as Telid ral 
BE ae Come pent OE aR AF WOH u | 
i | ~ -wOoHN I #6 18t 88 .goidiyas ;3t 
(nae * 
| taut vifsvas evs yect :MaadosM AANOL2BIMMOO a 
| | “pod yrotsluget 8 Jos 
+ & yino yiisutos af I +L AUSoM .AM .WOH : as \ 
Bay | otidugq two [fs to srs sas ot gu tee solsalmmoo Is r 
By uirsqorqg nwo t' gop yedt dud Bets trio es : 
stsrego vent od :HEOTMUINOAM AHAMOT22iMMoo ag 


fment stsfuyger taut yedt ob To -peittitvy oliduq sd ag 


1 stow ete yecd .oM :Q@LAUPoM .AM .VOK 


‘gyedw 9eso yas ‘to Anidt t'mBo IT. tost at yrotaluye 
$f eteluget Jaut yett  .etsredo yodt 
| poetnsisuy sontvorq siT +: Kaeo sM AAMUOL22IMMO9 rh. tee 


eptfaromue recite ot yfqaqs ton sseb tsAT :eettifeqtolaum edt } 
Toe _ et See ny ; ty : , 
es eh) os ee ar 


Ad 


Nethercut &é Young = ZLB “4 


Terente, Ontario 


or Charlottetown, does it? 

HON. MR. McQUAID: I am not aware of tuem 
having been asked to guarantee their bonds. 

COMMISSIO?NER MacKEEN: Tne small bearer 
ponds tne, 2&chool sections bring, out,etea.. 1 suppose 
they enjoy local, markets principally? 

HON «MR. McQUAID,: Practically all local 
mavket&, yee. 

COMMISSIONER MacKEKEN: Are they somewnat 
about.the same .rate ag the provinces !s? 

HON. MR. McQUAID: Just about. 

COMMISSIONER. MacKKEEN: Tnere are quite a 
humbernsofpamall.amougts.in.the list. You mentioned 
the IndustrhalsDevelopment,Bank.,Has that peen active 
here? 

HON. wMR.wmMcQUAZD: »Well.,,we find. that. during 
chee paste yearcd&éahass, been more active than it previously 
was. Our industries. that approach them have apparently 
been more; @guccesefwaloyin; the dagt. year, than they have 
been, in. the. pat. 

COMMISSIONER MacKEEN: Do your smaller 
inguetrites.hnave, difficulty in raising funds? 

HON. MR... McQUAID:. Quite’ often, air, yes. 

A very small industry, a man or two or three men who 
want..to ,@tart,, we will say, a sawmill ona fairly 
large scale perhaps do not need too much money -- 
$10,000, $15,000 and tney find, of course, that it is 
not feagzible for them to go to the Industrial Develop- 
ment Bank and tney come to us. In most cases with 


amounts like that we loan tne money through the 
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Prince Edward Island Industrial Corporation. 

COMMISSIONER MacKREN: You have a corporation 
set up for tnat purpose? 

HON. MR. McQUAID: Yes, we have a corporation 
get up, the Prince Edward Island Industrial Corporation. 
This has financed the new frosted food plant just 
outside the city and more recently the Seeman Brothers 
Company. 

COMMISSIONER MacKEEN: Hae your experience 
been satisfactory with repayments of loans? 

HON’ MR. ‘McQUAID:— Yee, ‘eo far. Of course 
Seeman's just etarted last year but the frozen food 
plant’ hae been very satisfactory. 

COMMISSIONER MacKEEN: Do you give it to 
fishermen fiormboatsvietic .? 

HON. MR. McQUAID: Yes, these loan& are 
in, reagonably good shape. 

COMMISSIONER MacKEEN: Canning plants? 

HON. MR. McQUAID: Canning plants, yes. 

Our experience with canning plants has been very good. 
We had one that wags not quite €o0 good but the others 
turned out very well. 

COMMISSIONER MacKKEEN : you mention in the 
brief a 6 per cent ceiling on bank loans. That is 
a matter that has cropped up as we have gone across 
Canada pretty consistently,at least where we have 
held hearings. I would like to hear your comments ag 
to whether that should be maintained or varied. 

HON. MR. McQUAID: Well, we naturally feel, 


of course, that it should not go beyond the 6 per cent 
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figure. As we suggested in our brief the banks are 
pogsibly -- it always seems strange to us that we 

can go to a trust company and get pretty nearly as 

much money af we require, As a matter of fact, they 
eome to us and ask us to take this short-term money, 
$30,000, $40,000 at rates as low as 3% per cent. Now, 
it geemse pecullar.that they can’ get’ this money -- 
grantéd it is only’for-a short°term but’ there 1s enough 
of ite tol keepousdgoingoand:yet ifsweogosto the. banks 

we have to pay 53 per cent. 

COMMISSIONER MacKBEN: Have you tried the 
banks to gee whether they would give 90 days or 1380 
days? 

HON. MR. McQUAID: Yes. 

COMMISSIONER MacKEEN: They won't do it. 

THE. CHAIRMAN: Well, at any rate you have 
regort to the trust company. 

MR. MASSEY: Well, the bank will give money 
on a treasury. note.” They just: charge’ the eame® rate 
as theyowouldt omanoverdraftwif thedioverdraft is 
worked out on the average balance, Ags of June 1st, 
1961 the rate was 53 per cent on both overdraft and 
treasury notes and I think that is the same rate that 
applies all through Canada. 

HON. MR. McQUAID: But our auditor has 
approached the banke for cheaper money even on short 
te rin 

COMMISSIONER MacKEEN: Have you considered 
the poseible objection to statutory top limit, such 


as the 6 per cent. limit’ that exists in that if that were 
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not there it would be possible to restrict credit 

at ‘fimes such age in 1959 in some parts of the country 
where they were getting into a highly inflationary 
state by increasing the rate on bank loans rather 
than attempting to ration money which proved very 
unsatisfactory? 

HON. MR. McQUAID: Well, we do not Suggest 
that the limit should be removed but our Suggestion 
is that it should be no higher than 6 per cent. 

COMMISSIONER MacKEEN: In Britd4sh banks, 
ror~tnetance, there la novlimit’on Tt’ang*when they 
start to exceed what they consider a reasonable state 
of activity it is simply up to the bank rate and people 
have to pay more for their money’and they’ are apt 
TO be -avLrittle ‘more’ cautious: 

HON. MR. McQUAID: That works. 

COMMISSIONER MacKEEN : That works very 
well. 

HON. MR. McQUAID: It does not work apparently 
in the case-of°an°indiviqual who needs money. 
Apparently there are a lot of people who cannot get 
money at the bank but they are prepared to go to a 
finance company Ra thet Lt at a higher rate, a consider- 
ably higher rate. Apparently it does not deter the 
individual. 

COMMISSIONER MacKBEN: The point I am making 
is it might be better to be able to get ae the 
bank at 6% per cent or 7 per cent than not to be able 
to get it at all if the 6 per cent limit wags maintained. 


HON. MR. McQUAID: That if true. 
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THE CHAIRMAN: With a finance company you 
pay more than 63 per cent ag a rule. 

COMMISSIONER MacKEEN: The currency exchange 
which you mention ag an addition to the banking 
System, just how would that work, Mr. McQuaid? 

HON. MR. McQUAID: What page is that on? 

THE SECRETARY: 14. 

MR. MASSEY: Is this the section "These 
currency exchanges could be managed under the direction 
of the Canadian Bankers Association and would be a 
co-operative effort of all banking houses."? 

COMMISSIONER MacKHEN: That is the one, 

-HON. MR. McQUAID: This is a suggestion of 
our auditor that thege Suburban currency exchanges 
be get up as an alternative to, as he says, a bank 
on every corner like a busy city with a view to keeping 
down overhead. These exchanges would be managed under 
the direction of the Canadian Bankers Association. and 
your question ig how should tnig operate? 

COMMISSIONER MacKEEN:;: Yes. 

HON. MR. McQUAID: Well, I am afraid, sir, 
we may have to wait for the answer to that until the 
&uditor comes. He is coming this afternoon or later 
this morning. 

COMMISSIONER MacKBEN;: Well, I will reserve 
that question for him then. 

COMMISSIONER HARROLD: I have one or two 
questions, Mr. Chairman, Mr. McQuaid, on page 3 I 
believe you say in connection with future trends in 


financing that you have no significant requirements 
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for capital funds in the near future with the exception 
of probably an issue to cover an erection of a 
government office puilding. In other words, that 
paragraph seems to gay that you do not anticipate 
any increase over what you have been doing in the past 
few years? 

HON. MR. 1 QUAZID: We are’ trying to. operate 
in such a way that werwon't have’ to borrow for anything 
other than refunding purposes. 

This new government office building. of 
course, le going to ibe. built by a Crown Corporation, 

a corporation set up by this government and the 
corporation itself will do the borrowing. It will 
be guaranteed by the government. 

COMMISSIONER HARROLD:. Some of the other 
provincial governments have expressed concern about 
how their budgets have been increasing and that does 
not seem to be ithe \case°down here in Prince Edward 
Island. In New Brunswick it was mentioned that shared 
cost programmes by the Dominion Government were giving 
them concern in that they had had to match the 
Federal Government's share and that was in the 
provincial budget but you do not find the same thing 
here? 

HON. MR. McQUAID: Our expenditures, of 
course, are increasing but. our revenues are increasing 
too. Probably we fare better than gome of the other 
provinces in so far as the new fiscal system in Ottawa 
1s concerned and there will be considerable increage 


in revenues over the next four years to thig province 
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averaging something in excess of $1 million a year 
over the four-year period. 

COMMISSIONER HARROLD: So you feel you are 
in fairly good shape as far .as the future-is concerned? 

HON. MR. McQUAID: Well, unless we have 
some very unforeseen’ capital requirements -- the 
construction tf a pratt course, ig quite a problem 
in thie province. Our schools are of the best and 
it has been the policy of the previous. government 
for some considerable years and this government too 
to-improve school facilities. Our school population 
is increasing -- I don't know why =-- our actual 
population ig not increaging. We atill hover around 
100,000 but more children are now taking advantage of 
Schools and are going: to school.» 'I:dqo not think there 
i@ any question about that, The school accommodation 
is taxed. ‘You. build.a@ achool and iim a year's» time 
you have to build a piece onto it. 

THE CHAIRMAN: Would that be chiefly in the 
primary or secondary schools? 

HON. MR. McQUAID: » Well, in Schools from 
Grade 1 to Grade 8. Then, of course, we have the 
regional schools which take care of Grades 8 to 12 
but there has been a large increase in the school 
population in the province in the past few yeare. 

COMMISSIONER HARROLD: In section 9, page 9, 
you make some comments on federal monetary policy here. 
You suggest here that the broad monetary policy of the 
Federal Government has not had very much effect on 


your government spending and borrowing plang and yet 


_mgey 8 noliftm fg Yo eaeoxe ol pelvdemos guigetevs 
a4 4. polhteq eeey mo? ‘ede mevo 


fpenrseroo Bh exuiul edd Bs sds: inn iglesia yisiat af 
eved ew ekelow. .fleW s@LAUQOM .AM . MON - 

edt -- etnemertupet Ieiiqgo nessetetoay YrSv anos 

meldomg.6 atiup ef eaxwoo! to .allegidoe® tel nait tout ano 9 

soe teed ent to ets afocdee mo .soniworg efdd nt 

+nemerrevos auolveiq eft To yottlog ead need Based of 

oot toemiyrerag aidy bos exsey eldetebianoos smo8 "0 't 

nol talugog foodse wO .eetitid¢ost foodos svorqml of 

Laut oS 2UO) e qeiw wos! Sob. TL ant seer ort gi 

bovors yevod fibts oW .guipssiont ton el aolisv singed 

to exsinsevbs aninst won exsinexbiids erom gud: 006, 00L 

ered} watd? gon ob L .ceodsa oti gatos sis bas afooros 

polispommooos foodoe edT ted} tueds nolyaeup ne, at 

omit 8’ *eey s of bos foodes gs blind sox bexss ef 

tf otne sosiq ee blind of avai voy 


edt at yltetdo ed tend -binuoW: 7MaMAT ARO BHT 


efoodos yrsbaesee to yismiug 


soxt sloodea at .ffeW eal AUGomM .HM .WOH 
edit eved ew, 2axuoo to ened? ©.e* spears of [ eben 
Sf ot & webs) to *setso eXst dolfdw eioodoz fanotget 
[oodoe® edit ot sesstont eyrsl 6 need 6A ex,edts ted 
-arsey wet deaeq edt at seaivesq sds ot ooltsiuqog 

eQ egsq .Q sobtoes al : GLORAAR AAMGL SEIMMOO 


,exed, tol Log yrsienom L[stebeTt ono atmemmoo enoe sna voy 


edt to yol fog syvistsnom bsond edt tediv ered teeR_gque voX¥ 


po toetie dosm yrev bad jon saci taemaneveD Lareps’ 


tey bas acalq gotwostod bas ani preqge jereme Teves TWOY 


Nethercut & Young A 2142 be 

Terente, Ontaric 

later on in that same section you suggest that it 
hag an indirect effect. 

HON. MR. McQUAID: Yes. 

COMMISSIONER HARROLD: Do you feel that this 
hae created*some difficulty for you in getting funds 
and that you have changed your programmes because of 
lack of funds as a result of monetary policy af outlined 
in this sevnunnse 

| HON. MR. McQUAID: No, I would not gay that 
we have changed our policy by reason of lack of 
avallability of funds. | 

COMMISSIONER HARROLD: Nc& your policy but 
your programmes. Have you deferred any programmes 
because of lack of funds? 

HON s, MR. McQUA ID : No programme that we 
would consider ike? hau to the welfare of our people. 

COMMISSIONER HARROLD: Turning to page 15, 

I believe it is, ard Section (b) you say that you 
have the Prince Edward Island Industrial Corporation, 
the Industrial Establishment Promotions Board, the 
Tourist Accommodation Loan Board, the Farm Establishment 
Board and the Fishermen's Loan Board. As a provincial 
government brief you,deal mainly with. your own affairs 
but some of the other briefs have made comments on 

the industry as such -- agriculture, fishing and you 
Suggest you have the three main industries here. Do 
you feel that agriculture, for instance, is Silas care 
of in the way of funds, loans, credit? 

HON. MR. McQUAID: I think between our 


provincial Farm Establishment Board and our Farm Credit 
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Corporation the requirements of our farmers are being 
pretty well looked after. Our Farm Establishment 
Board is primarily to assist young men who are 
starting a farm. The Farm Credit Corporation's 
policy apparently is to assist those wno are established 
farmers. 

We try to confine our operations under the 
Farm Establighment Board to thoge men who want money 
to set themselves up in farming. We try to steer 
away from loaning money to the farmer who wants the 
money , for example, for a consolidation of debts. 
We feel that that Le more the job of the Farm Credit 
Corporation and we try to direct him there. We 
are hamtng complaints from some of our farmers that the 
Farm Credit Corporation Fi tee come increasingly 
diginterested in the small borrower. They tell us 
if a man only wants $1,500 or $2,000 in many cases 
it ie not worth his while going to the Farm Credit 
Corporation becauge they won't accept his application. 

COMMISSIONER HARROLD: You suggest this has 
been set up within the .last ten years? 

HON. MR. McQUAID: Our Farm Establishment 
Board, yes. It hes only been operating here for four 
years. 

COMMISSIONER HARROLD: And how much have 
you out now and at what rates of interest? 

HON. MR. McQUAID: The rate of interest is 
55 per cent. We have the figure here. Mr. Massey in 
the Farm Batableahment Board we have. out'st@nding lator 
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MR, MASSEY: $351,439 under the Industrial 
Establishment Promotions Board. 

HON. MR. McQUAID: No, Farm Establisnment. 

MR. MASSEY: I beg pardon. The Farm 
Establishment is $1,466,594 at the end. of March. 

THR CHAIRMAN: Ie that largely for getting 
up farmers who are purchasing a farm? 

HON. MR. McQUAID: Yes. 

THE CHAIRMAN: That is quite a large sum of 
money. That represents quite a considerable number 
of cases? 

HON. MR. McQUAID: Yea. Of course, an awful lot 
of that money, sir, would be used for the purghase of 
equimment and the buying of stock. I grant there is 
@ proportion of. it that. 1@ going to be used for the 
consolidation of debts but we try to steer away from 
that,as much a& we can. If we give a man @ loan and 
in addition he has debts outstanding we feel it would 
be unfair to the otner creditors who have to get 
Security and it would leave the other men without a 
possible chance of getting security. We try to loan 
him enough money to try to pay off his bille. 

THE CHAIRMAN: If a young man wishes to start 
farming he can apply for a loan under this arrangement? 

HON. MR. McQUAID: Yes. 

THE CHAIRMAN : Waat proportion of the value 
of the farm would you advance? 

HON.-MR. McQUAID: They say 85 per cent of 
the appraised valuation. 


COMMISSIONER HARROLD: Of the appraised value? 
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HON. MR. McQUAID: Of the appraised value. 

THE CHAIRMAN: That is more than under the 
Federal Act? 

HON. MR. McQUAID: Oh yes, much more. 

THE CHAIRMAN: Is there any limit to the 
amount per farmer that you would grant? 

HON. MR. McQUAID: No, no limit set by 
eta tute or regulattlon,! sim" Tt-Le Left tothe’ dis¢ret lo 
of the Board of Appraisers. These applications are 
all passed by the Board. 

THE CHAIRMAN: If it was an exceptionally 
good farm, which was more nx (Oth ve, would you loan 
him the same percentage as you would on a farm which 
wags not so productive or is that a factor? 

HON. MR. McQUAID: I am afraid I cannot 
answer that. I am not gure how they handle that through 
the Board of Appraisers. But our experience in this 
type of loan so far has been very, very good. I heard 
a review given by the Minister of Agriculture: about 
two weeks ago and he said there is a very, very small 
percentage of loans passed this year in arrears and 
this has been a bad year for farmers and none of them 
are serious. 

COMMISSIONER HARROLD: Do you have a similar 
Sort of arrangement with the fishermen as far ag 
azeletance’ Le concerned? 

HON. MR. McQUAID: Yes, that is just for the 
purchase of boats, both inshore boats, open boats and 
draggers. 

COMMISSIONER HARROLD: At the bottom of page 
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of the second last paragraph: Is that a misprints 
"On other occasions, of course, funds were not then 
available from the Industrial Development Bank of 
Farm Credit Bureau."? 

HON. MR. McQUAID: “Or"Farm Credit Bureau. ! 
I think it refers ;there, to,the Farm Credit Corporation. 

COMMISSIONER HARROLD: Yes, that is what Il 
was going to say. Then, there ig some comment: "We 
believe that a more convenient way of obtaining Loans 
must be developed with the various agencies of the 
Federal Government." 

HON. MR. McQUAID: That was put in there 
for this. reagon -= and I understand now the point of 
the Farm Credit Corporation -- but an awful lot of 
our farmers come to us and say, "It is useless for us 
to go to the Farm Credit Corporation. We want this 
money reasonably soon and we want to get into operation 
this spring;-and there is go much red tape between 
the time we apply for it and when we finally get our 
money that we would prefer not to have anything at 
all to do with it." I realize a lot of this req tape 
is absolutely essential; «buteit i@ @ifficult-to-convince 
the farmer of that. In the operation: of our own board 
we try to cut ‘the red tape to a minimum. We take 
&@ warrant of attorney as collateral security. Rarely 
do we bother with a chattel mortgage. Farmers object 
very strenuously to having to give a chattel mortgage 
to the Corporation, although I believe their policy on 
that hae been relaxed. They do not take a warrant of 


attorney, but we do. We do not enter it, but we just 
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hold it on the file, and we can always get a judgment 
on a warrant of attorney. 

COMMISSIONER HARROLD: Does the Farm Credit 
Corporation have an office here in Charlottetown? 

HON. MR. McQUAID: Yes, gir. 

COMMISSIONER LEMAN: Mr. McQuaid, ae I 
walked over here this morning I passed in front of 
a store and there wag a gign on the door "Charlottetown 
Credit Union". ) The credit unions have not chosen to 
make representations to us as they have in most other 
provinces, but could you tell us what you know of the 
movement here? Has it taken roote? Are they active 
in Prince Edward Island? 

HON. MR. McQUAID: Well, they are set up, 
of course, under our Credit Union Societies Act, and 
we have a provincial government employee whom we 
designate am#upervisor iofverediterunions. He files 
& report. iIASl a Matter ofifactéiI could get: sou \the 
last, report. de flied. v,Offihandidl ican ‘ity tel be the 
number of ;eredit cunions actually, im-existence:;in jthe 
province. I know in my own community where I live, 
i .§ourile, j about 50 miles east of here there are two 
credit unions -- not too well patronized,. shall we say, 
by the adult population, but quite well by children. 
While the parents are not interested themselves, they 
are interested apparently in teaching the children to 
Save, and 1 would say a large percentage of the money 
on deposit in those two credit unions would be deposits 
that would be received from children. I understand 


in the western part of the province they are very active 
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there, and in that particular area, for a long time 
there wag no bank, and perhaps that was one of the 

reasons why they have quite large deposits in the 
Mignivren ci’ credit union. 

COMMISSIONER LEMAN: You have no idea what 
thelr total assets would be? 

HON. MR. “McQUAID: “No, “but I would be able 
CO gev-you thé report. 

MR. MERCURE: It ig $13 million. 

COMMISSIONER LEMAN: The reagon I asked, 
Mr; McQuaid, “l@e°that you’ talked to us about some 
adifficulties in the reagonably ¢€mall loan area -- you 
talked about $1,500 -- that certain people might need 
for“certain purpomes, “and this “séenia to be rather a 
foog Tier for’ suc “inet itutr lone. 

HON. MR. McQUAID: Credit unions? 

COMMISSIONER LEMAN: Yes. 

HON. MR, McQUAID: Well, of course, they 
will only loan, ag I understand it, to their own members 
Are they permitted by statute to loan to other than 
their own members’? 

COMMISSIONER LEMAN;: Well, it ig not a 
matver. of statute. They do loan to their own members, 
but we have learned in other provinces that to become 
a member “te rather “a eimple thing. You just go down 
amd buy a share for $5 and you are a member. I wag 
just curious to know if the movement has taken at all 
in your population? 

HON. MR. McQUAID: I think too they have a 


credit union established right here in the City of 
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Charlottetown which, I guess, is fairly successful, 
though I don't. know much of its operation, They will 
lend money to. their own members, but I don't think 

they go beyond that. Did you have in mind that, could 
be a place where. gome of our farmers could go to borrow 
money to buy their farme? 

COMMISSIONER LEMAN:;: . Well, of course, JI had 
in mind -- with your deposit receipt system paying 
Bopex cent, of course, that makes it 4 little difficult 
for othersto get savings, from.the people if your 
deposit receipts are very popular. 

HON. MR. MoQUAID: I don't think our deposit 
receipt system would.dnterfere.at all with.the. operation 
of.a credit union,. because. we. don't make a poLicy.. of 
accepting gsmall, amounts by way of deposit receipts. 

The money to,.thee eredit..unions,,1L.think,, comes.,in, in 
small amounts, 

COMMISSIONER LEMAN; This one and a half 
million which they, now control -- have you any idea 
how. 1t.. Le. invested? 

HON. MR. McQUAID: No. JI presume most of 
it will be just invested in small loans on promissory 
notes. In the City of Charlottetown here there is 
probably a little investment by way of mortgage security, 
but I would think a large proportion is just invested 
in, @matl. loans., 

COMMISSIONER LEMAN: Consumer loans? 
HON. MR. McQUAID: Yes. 
COMMISSIONER LEMAN: There wags some discussion 


earlier about the problem that exists relative to the 
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timing of issues by the Government of Prince Edward 
Island, and you say that the fiscal agency you have 
established has not been in existence for very. long, 
but have you been able to find out yet whether this 
fiscal agent is not able to help you a great deal on 
this particular problem? I think you will find most 
of the large national investment houses. that. operate 
throughout. Canada are pretty well informed on. this 
SCOLrE» 

HON. MR. McQUAID: Yes. 

COMMISSIONER LEMAN: And that would help you 
a great deal, 

HON. MR. McQUAID: Yes. We think our fiscal 
agency will be of considerable help. and will be in touch 
with what if going on. 

COMMISSIONER BROWN: I wonder if I could 
ask one or two questions about municipal financing. 
Looking at the record you appear to have a very large 
number of very small municipal issues. I wondered 
if consideration had been given to combining these 
ag in fact you do in @ guarantee, anyway -- combining 
them and borrowing in the name of a municipal: financing 
corporation? You would probably get a better rate on 
municipal issues and it would algo provide a wide 
education in corporate issues. Iam thinking of. the 
way Alberta does it. 

HON. MR. McQUAID: The municipal bond becomes 
a direct liability to the province, rather than an 
indirect one? 


COMMISSIONER BROWN: No, it still remains 
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indirect, but coming through this municipal financing 
corporation. 

HON. MR. McQUAID: They set up the issue? 

COMMISSIONER BROWN: Yes. 

HON. MR. McQUAID: We haven't thought of 
thatse buch thto.8 ound’ good. 

COMMISSIONER LEMAN: |} The suggestion here 
ig that you would like to join up with the Federal 
Government in borrowing. The same principle woulc 

apply here Acitarie ald the! same. people; ae you :point 
oustn imowihew brief. 

HON. MR. McQUAID: Yes. And in Alberta, 
for example, who handles the gale of bonds? 

COMMISSIONER BROWN: The Alberta government does, 

utit is done as large \igssue#@ \--, consolidated from a lot 
of small municipalities. Instead of having a $20,000 
iesue, you would have a $1 million issue. 

MR, MASSEY: In other words, if we knew the 
requirements of our munédéipalities came to around 
$800,000, we would probably borrow $1 million, and 
then loan that to the municipalities on a debenture 
issue, and the $200,000 or $300,000 would be for gome 
other municipality if necessary. 

COMMISSIONER BROWN: That may be one way of 
doing it. I think the usual way is to borrow the exact 
amount the municipalities wish, 

HON. MR. McQUAID: Your suggestion is that 
it would be gold with a government guarantee. 

COMMISSIONER BROWN: That is right. If you 


are guaranteeing already now, it would be a much simpler 
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operation for you and for the municipalities, and I 
think they would,get a better yate. of, invevest... tL 
Suggest you study.this, and I wondered if you had. 

HON, MR.,McQUAID:, No, we haven't. 

COMMISSIONER LEMAN: It may involve fairly 
close control of. the,borrowings. 

HON.,.MR. McQUAID: .Well,. of. course, we. do 
exercise some degree of control over their borrowing 
now in as much.as, they are limited by statute. uncer 
the. Town Act.and the. Village Act to what amount they 
can borrow. | 

COMMISSIONER BROWN: This would give a much 
wider market. 

HON... MR. McQUAID:. It certainly, would. 

COMMISSIONER, BROWN; The, other point..to.which 
I.would like to refer is on page 7, paragraph (b). 

You refer to,the.four,Atlantic provinces, combining 

in their borrowing. In the discussion we had earlier 
you then talked merely.about. co-operation. between, them 
and the timing... Do I gather from that you.have given 
up this thought,..of eombaining? 

HON.. MR. McQUAID: No, I think co-operation 
in their borrowing would. come later. You, have to take 
the. first step first.and at least get together to the 
point where they decide to give each other information 
as to. when their issues are going to be placed on, the 
erier. That would be the firgt step, That ig.what is 
meant. by. "co-operation" in. their borrowings, --. not 
actually. the getting.of the money. 


COMMISSIONER..BROWN: You say that these. orovine 
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should combine. 

HON. MR. McQUAID: By "combine" I mean work 
together -- not as one unit. 

COMMISSIONER BROWN: You mean co-operate 
and not combine? 

HON. MR. McQUAID: That is right. Not 
operate as a unit, but work together. in placing their 
Lesues. 

THE CHAIRMAN: Would it be practical to 
consider borrowing as a unit, or is that too far in 
therdistant future? 

HON. MR. McQUAID: I think it would be 
advantageous to us, being a smaller province. We haven' 
got any figtres i toobase-thiis:on}) buteini all probability 
we pay more for our issues now than does the Province 
of New Brunswick or Nova Scotia, or even Newfoundland. 

COMMISSIONER LEMAN; But how about your debt 
perpeapita? offait wassa combdned.debt it would average 
out over the current population of: the entire area 
and you may find these figures would average --- 

HON. MR. McQUAID: It could happen that 
could lowe@OWN? 

COMMISSIONER LEMAN:: Yes, that ig right. So, 
that is one disadvantage. 

COMMISSIONER BROWN: Another thing I would 
like to agk about is whether you can give us the total 
you have out on these various financing corporations 
indirectly to the Prince Edward Island Industrial 
Corporation and the farm organizations and so forth. 


HON. MR. McQUAID: The guaranteed debt? 
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COMMISSIONER BROWN: No, all of these advances 
to’ individuals: ‘Could you give us a picture of what 
the total 12? | 

MR. MASSEY: Aside from the Fishermen's 
Loan Board, we have at the end of March $4,373,277. 

COMMISSIONER BROWN: And the Fishermen's 
Loan Board was how much on top of that? 

MRO’ MASSEY:> Talan't petulthe figure for 
the end of March} 

COMMISSIONER BROWN: Have you got an 
approximate figure -- or. perhaps you could send it to 
us afterwards. 

MR. MASSEY : Yee" Dcould do chat; 

COMMISSIONER BROWN: JI understand from the 
tents that you have loaned thle money for 25 years 
at the bank rate? 

HON.’ MR. McQUAID: Our interest rates are 
53 per cent on all these agencies. 

COMMISSIONER BROWN: Is that repayable on an 
annual basis or monthly basis? 

HON, MR. McQUAID: Annuali or semi-annual. 

COMMISS IONER BROWN: You say at the moment 
the interest rate ig 54 per cent: Does this go up 


when money get tighter? In 1959 did you charge a higher 


rate? 

HON. MR. McQUAID: As a matter of fact, it 
was lower -- 4 per cent. We put it up in either 1960 
or 1961. 


COMMISSIONER BROWN: When you put it up does 


this new rate apply only to new loans or to all of them? 
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HON. MR. McQUAID: No, we never figured we 
could-change it on existing loans. 

COMMISSIONER BROWN : In other words, it is 
définitely° af ixed termGloan ‘on a-rixed‘rate of interest? 

HON; MRs MeQUAED: Yess fir: 

COMMISSIONER BROWN? 'So,°Lf antereet ‘rates 
changed again and went down to 4 per cent, could these 
people who borrowed 53 per cent refund? 

HOWs MRS “NcQuArD?* ‘Noh <ner' une se we "dec 1 ded 
we were -coing -to“lersthemade' thats ‘i-dqen*t-think 
weswould evéeryrefuse+a ‘borrower who'cametin wtthVAre 
money and said, "My term is not up but I want to pay 
off my loan". 

COMMISSIONER LEMAN:~ Is it prepayable without 
penalty? 

HON: MRg MCQUAID: WNo;**the-mortgare“contract 
qoes not sayeos 

COMMISSIONER BROWN: There is no contractual 
Prien h, wee © Cae: 

HON PME SoMeG UA Dey sTratLe “Wiehe seb od rer oa 
EU wou fg be *pder public ré lations for thé government 
not to accept the money from anybody who wanted to pay 
ter orl. 

COMMISSIONER LEMAN: If the right of prepayment 
le mou speciticarly “denied; then £t -fe"there cs The 
right’ to prepay exilate unles# ttle prohibited, I° think. 

HON. MR. McQUAID: Possibly. 

COMMISSIONER LEMAN: I think a penalty has 
to be stated. 


COMMISSIONER BROWN: When you arrived at the 
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figure of net debt which you gave us as probably $32 
million at the end of 1963, do, you allow for this 
money that other people owe you .fguch as .on.this 
Prince Edward Island Industrial Corporation? 

HON. MR. MeQUAID:. Some of it, previous to 
1961. Thie money that wag loaned out for tourist 
loans and industrial loans and §0 on was taken out of 
the consolidated«fund. ,About two years ago we changed 
Our system. and thege corporations now -borrow thelr own 
funds at .the,bank and we guarantee their loan, and they 
loan the money out of.their, own money that they have 
borrowed..7.203,1G.ba not -Included.. Subsequent to 
1961 it is not included in our net direct debt. It 
would be .only,an,.indirect liability. 

COMMISSIONER MacKEEN;: Contingent? 

FON. Ma. MeQUAIDS “Contingent, and aa. the 
money is paid back we have a system,set up whereby 
We -Oletinguien petween the’ old and new Loansa;° if it 
i§ repaid on an old loan it goes back into the consolidated 
revenue, but. if it it¢ repaid on,one of the other loans 
Ligdlge Zoek CO toe “creqil or the ‘loan sorporario0n at 
the bank. 

COMMISSIONER BROWN: I was also wondering what 
was behind your thinking in setting up the new Crown 
Corporation to build the new provincial parliament 
buildijnug...Ig thie bullding going, to be occupied, by 
other provincial departments? 

HON. MR. McQUAID: No. 

COMMISSIONER BROWN: Usually a provincial 


government directly can borrow more advantageously 
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than a separate Crown Corporation. 

HON, MR. McQUAID: We understand that is the 
way Newfoundland did it. It has the ultimate effect 
of keeping your net fund and provincial debt down, 

COMMISSIONER BROWN: How much will this come 
to? 

HON. MR. McQUAID: The new building? 

COMMISSIONER BROWN: Yes. 

HON. MR. McQUAID: I think it is in the 
vicinity of $4 million. 

COMMISSIONER BROWN: All this proliferation 
of borrowing by different corporations operates against 
the very thing that you are suffering from, and that 
le, not enough direct igeues fo that “the invest ing 
public gete to know it and recognize it as good 
investment. 

HON. MR. McQUAID: We feel if our fiscal 
agency does a proper job we should be able to acquaint 
the corporations ans are buying. 

COMMISSIONER BROWN: Have you made arrangements 
with them to handle just the high issues, or all issues 
in which the provincial government has an interest? 

HON. MR. McQUAID: No, the agreement confines 
itself to Prince Edward Island. 

COMMISSIONER LEMANs Then, you do not give 
that fiscal agent that volume that would enable him 
to spend money on doing an advertising job for you. 
Voluem is a big factor in this sort of operation. 

HON. MR. McQUAID: Our present fiscal agency 


ig apparently prepared to do quite an extensive job 
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for us. As a matter of fact, they have been down here 
already and have spent several days travelling around 
the. province and acqua int ing themselves with what we 
have here. They have spent considerable time in the 
Treasury office studying the whole financial setup 
and they are now in the course of) preparing a brochure 
which; theyspropose.to distribute to the larger 
corporations who would be interested and they are 
aleo,making arrangements whereby the Premier and fome 
of the Treasury, Board can,meet,in,.some central place 
with these people and, discugs the Prince Edward Island 
igsuee with.them, .That,..I.think, -if.it.materializes 
should-help to advertigze this. Your thought is that 
the more we-have,.going,on..the market the better chance 
We will have of selling it? 

COMMISSIONER BROWN: No,,I do. not say that. 
If you are. going to.have to borrow anyway and. you are 
providing .a guarantee, .in.other words » your oredit .13 
behing,.it you .might.as well.borrow in the one nname 
thereby consolidating the advertising. If you. borrow 
in the name. of..a-.crown corporation this is something 
thatthe public and people have to look not.only at 
the crown utility but also whether guaranteed or not 
guaranteed,unless it.is in a completely self-supporting 
enterprise such as Hydro Electric and reflected .all 
over these @vernment accounts there is always the element 
of what routine we have to go through in order to 
rae anak the guarantee..,This Crown Corporation is 
completely provincial? 


HON. MR. McQUAID: Yes. 
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COMMISSIONER BROWN: Your revenues are going 
to come from the provincial revenues. If it is a direct 
provincial issue then it ig perfectly simple; there 
ig no problem about what do we have to do to get through 
on the guarantee. Iam only suggesting if you have 
not considered. it already you-might reconsider this 
and at. least discuge it with your fiscal agent and see 

whether he might.not think tnis would be a better way 
ofndoing it. 

THE CHAIRMAN: “Was it contemplated that this 
corporation should borrow separately or would the money 
be provided out of the government. funds to the 
corporat ion? 

HON. MR. McQUAID: No, they would issue their 
own bonds. 

THER CHAIRMAN: They own bonds? 

HON. MR.,McQUAIDs Yes. Is that not becoming 
increasingly prevalent in all the provinces of Canada 
now, setting up these Crown Corporations and letting 
them do their, own borrowing with. government guarantee? 

COMMISSIONER LEMAN: I suppose some of them 
have borrowed sometimes as much as the province. You 
do not have that type of problem. 

COMMISSIONER BROWN: At the same time we find 
that most of them are in the nature ofpublic utilities 

and can look forward to their own revenues independent 
of the provincial revenues and there is the provincial 
guarantee in addition to that. But you see if you get 
so many of these things sort of scattered around the 


Province they, affect .your -total.credit. It all affects 
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your credit. You are providing the guarantee. You 
should discuss this and see if it would not be more 
advantageous. 

THE CHAIRMAN:. It might be different if the 
mney for that type of a project were coming from local 
sources. People *who/lare interested in that project 
and know all about it might do it for even a lower irate. 
sometimes that happens but this is not a self-lLiquidat ing 
property. 

HON. MR. McQUAID: No. They are going to 
sSell«their ‘bonds on thesopen market. 

COMMISSIONER BROWN: You see, it would be 
different if they were renting half of the building to 
the provinctal authority and ithe other halfyto business: 
This is all government. 

HON. MR. McQUAID: Yes. 

COMMISSIONER LEMAN: Mr. McQuaid, in paragraph 
Q9(c) of your brief, page 10, you suggest that there 
Should be other: incentives not only to increase the 
available market for these securities but to lower the 
interest: rates which should follow in any event. Would 
you elaborate on that, what you have in mind -- income 
tax exemption? 

HON. MR, McQUAID;: Well, income tax abatement 
ag pointed out in the last sentence; 

"One such incentive would be the provision 
for an income tax abatement on the interest 
revenue from public security issues of all type 
be they of short or long-term, municipal, 


provincial or federal." 
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I believe that was the policy one time in connection 
with Dominion Government annuities. Isn't there a 
portion of Dominion gévePnment annuities now, the older 
ones, that are not taxable? 

COMMISSIONER LEMAN: Yes. 

COMMISSIONER BROWN: Quite a long time ago. 

HON. MR. McQUAID: That must have been quite 
an’ intentive at that time for selling the bonds. 

COMMISSIONER MACKINTOSH: I think the 
unfortunate thing was that at the time it was given 
itvwaseof very little value, 

HON. MR. McQUAID: There was no income tax 
then. 

COMMISSIONER MACKINTOSH: There was very littl 
It affected people who bought about $900 worth. 

HON. MR, McQUAID: I suppose if you put 
them out today on that game incentive --- 

COMMISSIONER LEMAN: Oh yes, and in the 
States they have this exemption for municipal bonds. 
There are’ some ofthe authorities: that regret it. It 
lisiac form of subsidy; isn't it? 

HON. MR. McQUAID: Exactly, a form of subsidy. 

COMMISSIONER BROWN: You nn it ig of no 
use to institutions. Institutions like insurance 
companies are not paying income tax on their income 
revenue. This is for individuals. When lower interest 
rates are imposed it makes it less attractive for 
institutions. 

HON. MR. McQUAID: Of course, we don't know 


who are the principal holders of our bonds, whether they 
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are institutions or individuals because most of our 
bonds are in bearer form particularly, We have a feeling 
that possibly a lot of them are held by institutions. 
COMMISSIONER LEMAN: That is another service 
that your fiscal agent might be willing to give you. 
Usually on a new issue you get advice from the dealers, 
Usually they know what the digtribution of the bonds 
hae been, 
HON. MRs MceQUAID:. Yes. Occasionally we 
get a bunch of bonds come in for registration and they 
have been changed from bearer form to another form but 
metetootoften.a Wendo know there are not too many local 
people holding Prince .Eqward: Island-bonds. There are 
not too manyhofkthese vhondgiusold within vous ,owm»province. 
COMMISSIONER BROWN: In your last two 
issues all your boOndsi-were Dpayable mot farther west 
than Toronto? 
HON, MR. McQUAID: That is right. 
COMMISSIONER BROWN: And subsequently you 
might go farther west! and also other branches of the 
banks. Has there been any indication from coupons that 
any of these are held farther west? Has this assisted 
in a wider distribution of the bonds? 
MR. MASSEY:,: The percentage ig very small, 
I would say, west of Toronto. 
COMMISSIONER BROWN: Perhaps you are thinking 
of the firsticone, 
MR. MASSEY: No, we have had two and from 
the coupons that have come back on those two issues the 


percentage is very small. The last issue was $4,260,000 
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and the majority of thoge bonds are held in Quebec 


: and Ontario with a small percentage of them invthe 

ss Maritimes and a very few 42 the amount sold in Calgary, 
: Edmonton; ‘Vancouver and Victoria was negligible. This 
: is only the first two issues we put out with that 

: proviso where they are to be paid. We may on the next 
7 igsue have quite a few out there. 

8 HON. MR. McQUAID: We don't know, our bonds 
9 have never been past Toronto. 

10 COMMISSIONER BROWN: Thig question of fixing 


11 payment encourages that. There if no ineentive ror a 

12 pergon to buy a bond when they cannot collect the payment 
13 THE CHAIRMAN: Any further questions? 

14 Thank you very much, Mr. McQuaid, for your 

15) brief and digcusgion which hag resulted from it. 

16 HON. MR. McQUAID: Is there any additional 

17|| information the Commiggsion would like to have? 

18 THE CHAIRMAN: Well, we did mention the 

19 report of the credit untione., 

20 HON. MR. McQUAID: And the answer by our 

21)|| auditor to the question that was asked. 

22 THE CHAIRMAN: That is right, thoge are the 
23 only two that I recollect. 

24 COMMISSIONER MackKEEN: The Fishermen's Loans, 
25 you have that? 

26 MR. MASSEY: Yes, I have that. 

27 HON. MR. McQUAID: I can leave this with you 
qm; mow if you like. Thie is a copy of our Deposit Receipt 


99 Act and thie ig a deposit receipt as issued. 


30 THE CHAIRMAN: Then, the Commiggion will now 
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adjourn and resume in Halifax-.on Monday, June llth, 
in the Red Room in Province House at 9.15? ane. the 
morning dayl Lent saving Niger 


-~-- Adjournment. 
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thie brief with a ‘Summary of the various recommend&tionme | 


included therein, We have purposely ‘Gendensed ched@l 
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Prince Edward Island 


April 27, 1962. 


Honourable Pane) Porter, b.L.D., 

Chairman, Royal Commission on Banking and Finance, 
Pro, 1Boxt 415025 Bea tion CB} 

Ottawa, Ontario. 

Dear Sirs: 

I take pleagure in submitting for the 
consideration of your Commission a brief setting down 
the practices, probleme, and recommendations of the 
Government of this Province as they relate to Banking 
and Finance. 

Ags requested by your Secretary, we have prefaced 
thie brief with a summary of the various recommendations 
included therein, We have purpogely condensed thege 
recommendations to the shortest possible @&pace, as 
the ‘briefiviteelf lz not long. We cénsider thie summary 
to be more for reference purpoges than for a 
description of the recommendations submitted. 

I would like to assure you of the considerable 
interest and importance which the Government of this 
Province places on the findings of your Commigsion. 

We look forward to your visit to this Province and to 
the ultimate recommendations which you will be making 
to the people of Canada. 

Yours sincerely, 


M.J. McQuaid, Q.C., 
Provincial Treasurer. 
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Summary of Recommendations Submitted by the 
Government of Prince Edward Ieland to the 
Royal Commission on Banking and Finance 


oe ee oe OS 


Reference 


The Government of Canada should continue 
ite efforte to minimize, aa far as poseible., the 
fluctuation. of the Canadian dollar in the money markets 
of the world. 


We suggest that regional security markets 
might be set up with and by the co-operation of the 


Provinces, 


We recommend the establishment of a central 
borrowing agency under the direction of the Provincial 
and Federal Governments to co-operate in the provision 


of funds to these Governmenté. 


We look forward to your Commission's study 
and report on the factore used in determining the 


Canadian money supply. 


We concur that advantages could be obtained 
by the establishment of regional monetary authorities. 
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We suggest further that regional monetary 
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authorities could obtain the co-operation of 


tl 


(‘pe 


municipalities in their borrowing, and advise or direct 


them in financial mattere.. 


Pape! te. +/Paragraphrit (f ) 
We consider that continuing federal assistance 


should be made to municipal projects which are of a 
tHe erection efsehools 


Such ag 


muntry-wide nature, 


and hospitals. 
Page 13 - Paragraph 13 2.) 
We recommend that the federal government 


eountenance no further amalgamations of existing banks. 


rage 135 — Paragraph) 13 (d) 
We recommend further that banks be precluded 


from the acquisition of effective control of Trust 


companied. 
Page 14 - Paragraph 13 (f) 
We recommend revisions to the Bank Act and 


to the administration of the Canadian Banking Association 
more freedom in 


to allow individual banks, otherwige, 
We suggest, for 


the directing of their affaire. 
example, the establishment of “currency exchanges" ag 


&@ means of cutting banking cogts 


Paragraph 14 ( 
We recommend that the administration of 


e 16 - 


Pag 


federal agencies be amended to provide a more convenient 


and flexible method of acquiring loans through guch 
Development Bank, the Farm 


agencles as the Induetrial 
Credit Bureau, and the like. 


Page 17 - Paragraph 14 (f) 
We consider that the federal custome tariff 


in serious need of overall review and consolidation. 
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Page 17 - Paragraph 15 


We have made a few small but specific recommend- 
ations for changes in the Bank Act, which include a 
@mntinuation of the present 6 per cent interegt ceiling. 
In the same paragraph we recommend that other financial 
institutionge should be regulated ona basis somewhat 


comparable to the regulation of Canadian Banks. 
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PROVINCE ‘OP “PRINCE MDWARD © ISLAND 
SUBMISSION TO THE ‘ROYAL COMMISSION ON BANKING AND 


FINANCE 

We ‘are’ pleated -to-submit for your ‘study and 
congideration the following brief, -eett Pug -out ‘the 
practTees, the Bleachers and certain suggestions 
bene tid LO “ine financial wee de> sand’ the Sapp by Meu 
Car emo Serle Province. Tis “submis: fon has ‘been 
et up to follow the list submitted by “your Secretary, 
wth hig letter of January 12, 1962 to the Honourable 
Walter Re othaw, “Premier of -Prince Edward Islandy +The 
diMteretit ect Pore “ar thie prletiareaaunbered’f nom rere 
14° to corregpond with those set out in this list of 
top he's: -of spam Fellas? Patéerest/-to your +SAny Ssule@gestlonse 
are bictuded wth the ‘section “wo dwhiéh wel-fe@b it 
prine Ppall y’a ppl-te ae,’ al ttrough ,- of teourde’;- “Pome “subjects 
de necessity overlap. 

We look forward to meeting with the members 
om ywour Commise lon ‘during the Ppeovieit to the Capital 
of this Province, at which time we will be pleased to giv 
Such further information as you consider necessary, and a 
we are-rable to “Supply | 
Pes iinene tig 'Reguiréméits Past and Future 

(a) We are attaching a statement of funded 
and net funded debt of this Province ag at March 31, 1961 
The most recent borrowings of this Province to supply 
"new money” occurred in December 1959, when four million 


dollars were borrowed on the bond market in the United 
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Staves sofeAnerida. PhlesProvince: did not go south 
Sreties ponder NLor .hundesas a@ preference ; abut ,-Gbatiis 
parcicubar tine, “wagenore or lees forced: imtorthis 
market, because of the conditions of the bond market 
bneCanaday .odneesthatspime,our bond, lesues have been 
wholly to, refundeprior issues which have matured, to 


the extent. thatsthese weresanotcovered»by sinking fund 


(b) This Province has, in the past, made 
extensive use of bank bornowinge for sehnort termaneecde ; 
at the end of March 1961 the total bank overdraft in 
fhe Treasury Department amounted to gome $2,203,800. The 
amount of bank borrowings fluctuate considerably from 
year to year ‘and: month; to months. end tt ,1e.08 pigienert 
to note that bank overdraftg at March 31, 1960 amounted 
tor $163.7 333 00sands ins Marchs1959. totalled: $3 5367, 900i. 

The level of bank overdrafts vary, not only with the 
incidence of nexpendbturesnonethe: particulary projects 

during 

which this Government ig carrying aut/any year, but, also, 
with our opinion and advice ag to what is. the most 
anvanterceousutimentosceel) albond teeuechsiForrexatphes 

we may carry the amounts of matured bond ig#eued emery 
to be refinanced as’ bank overdrafte for many months, 
waiting until we feel the bond market will be most 
receptive, or until, we can present_a larger issue which 
may be more attractive, 

(c) Thig Province has for many years accepted 
deposits from individuals under our "Deposit Receipt 


Regulations". Copies of the governing statute are 


available for your information if required. For this 
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(qd) Thie Province algo igsués from time to 


time Treasury Promissory Notes ae another meane’ of 


motainine short term runde.. “These Securities are Tesued 


Under The authority of the Treasury Act, copies Ol whatcs 
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with corresponding decreases in the amount of bank 
overdrafts. We have been able to negotiate interest 
rates as low as 34 per cent, and, therefore, realize 
a contiderable gaving on the 5d per cent presently 
chargede byothevehartered banks 

(e) Ae for future trends in financing, it is 
our present intentinn to pay for most capital 
expenditures out of current revenue#. We will certainly 
have refunding iseues*to negotiate and-probably an 
igeue itocGovéeruan erectilonuofcangovernment office 
building .osBeyond this yowe -—know® of onecsignificant 
requiremente® for capital’ funds.in the near futures 
2, \ParticularsecofyIgeues 

(a) It is this Government's intention to 
@mntinue in its endeavours to place future. bond iseues at 
thenmost \advantageougetimes and invtheicheapest;markete. 
To assist us in doing s0, we also intend to geek the 
most competent advice from Investment Dealers and .others 
to achieve this end.. We algo intend to make extensive 
uge of the: short term money market°a@ long as it 
rémaine pfavyeurableatosus. Liteia,abeo otirwintentionnto 
ontinue receiving amounts on deposit from individuals. 

(b) In the past, this Province has found some 
diffleultyatnoplacingsbond@riesuee at or about the 
same times that the federal government places or is about 
to place an igsue on the market. The gales of our 
securities are also affected by the issues of other 
provincial governments, as ig only natural. We have 
endeavoured to timeournissues before or sometime after the 
timing of any major governmental issues. As far ag the 


Federal Government is concerned we have.beean able to 
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accompligh thig in the past few years without too much 
difficulty, ae that Government seems to have developed 
a distinct a in the timing of their igsués. The 
same cannot be said, however, for the issues. of other 
provinces or municipalities. Some provinces seem to 
eonf-ine: major ,isgues to. one, or,.two in a year, while 
others appear to come to the market continually with 
smaller amounts. 

(c) The yields and maturities of the 
s.ecur-ities,,issued,.by thie Govennment... which are, etill 
outstanding, may be found in the schedule attached. 

Ag can be seen, we like to limit the term of years 

to less than twenty for normal .capital .worke,, .guch. as 
moads, and«bridges.-«In the .fLinan¢e ing .of .major: buildings,- 
depending upon the market, we would prefer a term of 
twenty-five years, . We have not found a maturity date 
beyond twenty-five years Rate too popular with the 
investors. .Nor.do.we think.it. practical from 2 
finaneing etandpoint, .ae.our feeling is certainly that 
all debts should mature.well. before the.estimated life 
of the project financed. Indeed, our "Town Act" limite 
maturity. dates of i aes in ee to 
twenty-five years.or. lees for.any gecurity issue. 

3. Canadian or Foreign Borrowing 

(a) This Government in recent years, has made 
but:,one venture; into, the: United. States. for borrowing, 
ag mentioned above. At that time the Canadian market 
wae not receptive to our. securities, as both the 
interest rate and exchange factors were not then in our 
favour, @hise,litogether withthe fact that.Canadian 


capital was not readily available to us, we were adviged 
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Toronto, Ontario 
to place four million dollars on the United States 
market. All other factors being equal, or even 
slightly to the disadvantage of this Province, we would 
prefer to borrow money: in our own ueountry: “Thissfecnoet 
only for the reagon of national confidence and 
patrbenism, Eoutealeo for the reagon that you cannot 
determine the actual cost of foreign borrowing at the 
wime rof thesuei ur ‘The cloreign*exchange rates ‘are’ lan 
importantupart of the ‘foreign ‘financing costs fitand these 
cannot hbe@espredieted mcaWeile btrvbs "true “that, ‘ehould 
the development of Canada continue on a more favourable 
pak.he, than ctherparticulam .foreten veountry pcthe ‘rates 
vould continue in our favour, the advantage gained in the 
coupon rate at: the ctime “of “iggue would’ have to be 
Subs tanttiak keto offset cthe ir isi’ tinvol ved, 

(bo) While our private wishes are outlined 
in 3(a) above, there ig the undeniable fact that interest 
rates south of the border continue to be lower than those 
in. Canada. More will be said on this subject later on. 
Despite these lower rates, however, the interest rates 
in the United States of America for cataauian iesues 
tend to be more clogely related to the interest rates 
in Canada for these same issues, than to intereet charges 
on similar ieaned we any American Jjuriediction.- While a 
certain premium is understandable, Canadian issues vs. 
American issues in the United States, it if our opinion 
that this premium in most cases more than compensates 
the American public for: the differences and the 


inconveniences of the risks involved. 


(c) It ig very obvious that a constant or 
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relatively table rate of exchange is of great assistance 
It is our Government 's 


in long range financial planning. 


contention that the Federal Government should continue 


ite.efforts to maintain the fluctuation of the Canadian 


dollar within narrow limits 


4, -PARITY BONDS 
(a) We are, of course, aware of the success 


which other jurisdietione have had in the Lesuing of 


We believe that there is much merit 


parity bondés 
in, @uch, paper ase armeanscof: obtaining: short term 
thie* Province“ igeues° paper 


funds. Ags stated above, 
which if somewhat similar, which we call deposit 
These; howéver, are designed to be more local 


receipts. 
completely, 


inocharactersandeacceptances andrdo°net £1215 


the part takeneby ,aiformal .l¢sue of securities 
tntereet «after .arrelatively 


redeenable atrpar phus 
Considering the fact that the Government 


Short interval. 
of.Canada has educated the people in parity bonds for 


many years through the Canadian Sade tikes Bond issues’, 

we consider it unlikely that unexpectedly large 

redemptions of such paper would come about, barring a 
National or Provincial catastrophe. Arrangements with 
banks or other lending agencies would have to be personal 
to the, issuing jurisdiction, but should certainly be 


arranged well in advance to cover the eventuality of a 
Refinancing would 


Sudden increase in redemptions. 


naturally be necessary, and whether of a long or short 


term, would depend upon all the financial agpects prevailing 
should be 


We do not consider the banks 


at that time. 
expected to hold large sumg available to governments 


for indefinite periods, at the expense of other 
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satisfactory invegtments, 
5. Underwriting Arrangements 

(a) Up until the lagt three years this 
Province has been in the habit of calling for tenders 
on any security issues. Since 1959, however, Prince 
Edward Island hag placed one issue privately (in the 
United States) and has gince operated under fiscal 
agreements with groups of investment houses. 

(b) Because of the geographical size and 
location of this Province at such a distance. from the 
larger financial centres of the country, we. do not) consid 
it advisable to: dispense entirely with the: services 
of an investment dealer: Infact, we consider this: is 
to*be one of the advantages of negotiating a fiscal 
ageney agréements,iny that ,. theyrcan. commandoa: very, lange 
@rorsesection Ofnthe, nomeycmarker no Otherl aavantages 
sShouldvincluderaplower, costcofiunderwrifting: and advice 
by way of timings’ financialcsurveyes ete. ,cwhtichi such 
anvagencyogroup shoul@ berable to» provide. » Disadvantages 
wouldotncludecas certain: reduction: ini the competdton 
available when public tenders are called. Again, because 
of the sizeof the issues which this’ Province normally 
offers, we believe that this @ifference would be gmall, 
if any, and can, indeed, operate the other way, should 
manynother desuetabeoofferingnat the same time. 

6, Co-ordinated Borrowing 

(a) We have mentioned abote the difficulties 
which thie Province found in its search for money in 
1959, which resulted in the private issue in the United 


States. This Province hag algo had difficulties and will 
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continue to have the same difficulty in negotiating 
loan#®-at interest rates which are the same or only 
slightly higher than the central provinces. We feel 
there are several reasons for this, some of which are 
that the amount of the ingivi@ual borrowings ‘is not 

as large as other provinces, nor as attractive to 
investment dealers. Correspondingly, the revenues of the 
Provinee, the tax base and the population are congiderabl 
smaller than other provinces. Then, again, the 

Province is many miles away from the financial centres 

of the’ nation and if not nearly as well known’ to the 
general investing public. “At the Same time; however, 

Chée* security forthe borrowers” le, to°a large extent, 
identical’ with the’ security of any Canadian governmental 
issue. This security is, of course , the people°and the 
prosperity of Canada. We know of no Province which has 
gone into bankruptcy or which is presently in default. 

Lt te -a2180 anomalous To ue that cerca in’ | 
corporations in Canada find it possible to borrow funds 
for long periods at lower interest rates than gome of the 
provinces. We-cannot give you the reagons for this, 
but consider it peculiar, if not detrimental, to this 
country's etanding, to have the’ credit ratings ‘of 
provinces apparently somewhat lower than the credit 
ratings of certain corporations. 

We have always considered the spread of interes 
rates between the Federal Government and the Provinces 
to be entirely out of line, and similarly uneupported 
by~the ultimate risk involved. In the final analysis, 


the’ interest charges and the security for the principal 
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reste with the identical individuals, the Canadian 
nation. 

(bp) We are, of course, aware that many, 
many factors influence interest rates and bring about 
the anomalies mentioned in Paragraph 6(a) above. At 
the game time, however, these anomalies do exist, 
and, we believe, much. can be done. to lessen their 
impact. This Government has recommended and is 
endeavouring to bring about a co-operation between the 
four Atlantic Provinces in their borrowings. We have 
Suggested that these Provinces should combine. in their 
public) offerings: to obtain, the, best,-posesible rate.,,.and. to 
cut out any element of competition between them in the 
financial -markets.: We have also suggested that the 
combined Atlantic Provinces should seek funds at regular 
intervale throughout the year,and, preferably, offer 
approximately the, same, amount .on,-each call to the 
market. 

(c) We consider it not only sensible but 
advisable to set up a similar co-operation between the 
Federal and all Provincial Governments. We believe 
Such co-operation would, to a:great.extent., counteract 
the considerable disparity in borrowing. rates, not only 
among the Provinces themselves, but between the 
Provinces and the: Federal, Government: »Lt.-seems: tous 
perfectly "feasible atosseteupra central, -barnewing 
agency, which will borrow funds at regular intervals in 
amounts not only estimated to meet the current demands 
for funds, but amounts which it is felt can be readily 


absorbed by the money markets. This central agency 
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1 should be administ ered by the Provincial and Federal 

2/| Governments, and might, perhaps, be a separate division 

3] under the day to day administration of the Bank of Canada), 
4 This agency will in turn loan.money to the co-operating 

, governments at a rate calculated to recover the borrowing 


6 coet plus the expenses of issue and administration, 


7 Each government authority would be required to provide 


8 the agency with an estimate of their fund requirements 

9 for the ensuing, say, eighteen months. The government 

10 authorities would then borrow from the central agency 

11 as. thepwedwire,ram coo, but not exceeding, the amount 

12| of their estimate. Temporary over-borrowing of the 

13 central agency caused by borrowing in advance of the need 
14 or by the over-estimates supplied to them, would be 

1i5| re-invested in suitable short term or other securities. 
16 Penalties would ‘algo need ‘to be ‘worked out in ‘ithe ‘event 
17 Of ia ifur iga@Ye tiers .2 uburi tiring en ‘vequinement: tol Theilagency 


18 and subsequently not taking it up. 


19 One disadvantage of such an arrangement would 
90 be ‘the. “pogetible ‘incredee of interest vates to ‘the’ Federal 
91 GOvertmMentnug Weave angt sume that thie will be an economi 
22 fact, but Limeisicprobable thatthe investors ‘wilk Fook 

93 for Bomeraveraging tof waves, \Waving? become ¢o used ‘to rthe 
5A hide hl crate seot aint exe st na ot being ipali@eby the 

35 Provinces., Should tite Sombination of borrowing result 
06 in higher Federal rates, we are sure the agency would 

5 be capable (of) cate uFating! awo ates: ito; recovemsits 

x costs, namely, a preference rate for Government of Canada 
9 requirements andar eaveragevrate for ctheo:Provinces..: This 


30 preférence rate would be a matter for agreement. We beliewe 
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that ithe interest rates to all of the individual 
Provinces would decrease as a result of the larger 
amounts effered and the considerably greater security 
bage of the combined issues. Another so-called disadvantiage 
which we anticipate will be the often heard infringement 
Om the autonomy ,af,.the,,Provinces... This, in truth, 
whbtorno fiabe 1 the.ease ag.the.Provinces will not. be 
foneedito borrow,through the central agency; if they 
do}not want. the.lower, interest rates they may do their 
borrowing privately. 

7. Crown Corporations 

(a) The principal Crown Corporat iorf& and agencies 
ofa thier Prevince; would:incelude.the. Prince Edward, Island 
Liquor Control Commiggion,.the Prince Edward Island 
Industrial Corporation, The Prince Edward Island Farm 
Establishment Board, the Fishermen's Loan Board, the 
Tourist Loan Board, the Workmen's Compensation Board, 
the Public Utilities Commission and the School Supply 
Branch tof, the Department. of..Education...All of. thege 
agencies are being financed by bank accommodation and by 
regenerating their own funds. 


One additional Crown Corporation being planned 


is the Prince Edward Island Crown Building Corporation. 
Itctie»probable that this.last agency.will,.be financed 
eventually through long term borrowing guarantéed by the 
Province: 

(b) No particular financing problems, other 
than the general problems of the Province's borrowing, 
have been encountéfed by the Crown Corporations and 


agencies. 
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8. Markets 

(a) With the exception of private placements 
and the small proportion of issues on which owners 
request registration, we are not generally aware of the 
owners of our securities. The one issue placed privately 
in the United States was purchased by @ group of 
approximately twenty companies, mainly insurance 
companies, A perusal of the registration records for 
other igsues shows a ide representation of lenders, 
privates cinet ttutfonal.cand °eorporate all“acroes Canada. 
However >; by /farnsthe “bulk of these “securities presently 
outetanding are in bearer form. We have always believed 
that our gecurities enjoy a certain popularity within 
t he tAthaintiie Provinces morOn’ the’fother. hand, we-are not 
aware of any demand for our securities in foreign 
Cc Guntit leis. 

During the past eighteen months this Province 
hasicbeen able. to establizsr and maintain a useful 
connection with the short. term money market. The sources 
of funds have. been confined to date to the major trust 
companies and investment dealers with head offices in 
Halifax, Montreal and Toronto. We have also received 
bids on short term funds from corporations, but to date 
these have not been guccessful in their rates quoted. 

(pb) We believe that a sensible co-ordination 
of government financing, designed and timed to meet the 
demands of the money markets in Canada and abroad, would 
have the effect of greatly enlarging the market for all 
Canadian Governmental securities and of increasing the 


competition for their purchase. 
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t 9. Federal Monetary Policy 
Z (a) It is doubtful whether the broad 


3 monetary policy of the Feddral Government has as much 
4 effect on our Government spending and borrowing plans 

5 ag on other sectors of the economy. We are aware that 
6]/ this policy has a direct effect on the availability 

7 of *fundsiin Canadajyand, “consequently ;'.on the price 

8| which our citizens must pay for financing works 

9 programmes. We> are likewise aware of the fluctuations 
10 in interest rates which accompany the level of the 

11 money Supply as determined by the Bank of Canada, 

12 On the other hand, however, we are certainly not aware 
13 of tthe: ' factors ‘considered ‘by the Bank ‘of.‘Candada’ in 

14 determining what the money supply will be. Ie it a 

15 cérta i proportion -of the'’grogs) nat lonal product? 

16 [2 o1t.ninfluencedi*by eomeone's opinion “of the) current 

17 needs of the economy? We do not know. We do anticipate. 
18 that thie will be a subject for detailed study by the 
19 members of your Commisgion. 

20 (b) Nor can we say that the Federal monetary 
1 policies are a major consideration in the operation of 
22 our Crown Corporations. On the other hand, these 

23 policies are certainly a major influence on the economy 
4 of the Atlantic region, not only in their effect on the 
5 level of businege in this gector, but, algo, in’ their 
6 effect on the prices which oug citizens are able to 

7 obtain. for ‘their products, 

28 (c) Because of the wide fluctuations in the 
29 borrowing rates of the several levels of Government, we 


30 consider that Federal incentives are needed. These 
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incentives are needed, not only to increase the 
available market for these gecurities, but to lower 
the .interest rates which should follow.in.any.event , 
One such incentive would be the provision for an income 
tax abatement on the interest revenue from public 
eecunity .igsues,of all,..types, .be,they of..ehert,or long 
term,.municipal, provineial, .on federal. 

10. Regional Finances 

(a) It would be difficult to prove that 
any overall, .eaging or restriction in the .monetary. 
policies of the Federal Government, would make. itself 
felt more in this Province.than,in .zthen regions. 
Certainly any measures which would particularly affect 
the Tanning o.1,48n ing, om toumiat industries would, be 
felt more in thie.Provinee, than, in, same, of.nwbhewothex 
Provinces. of Canada, ag it, ig on these three. .indugtries 
that our. provincial. economy. principally depends ..-.,It 
Ls. probably true to say. hast. during pe rlods, of 
reatriic tion. Ghe touniet,indust mz is,anona the, finer -sto 
be affected... We, must, say that vacet bons S4Eo LOSEM, ad 
being a luxury than, a necessity, and. luxuries are the 
first to go when spending has to, be curtailed. 

(b) We believe that regional monetary 
authorities would, be of, great, assistance..to all. levels 
of government in Canada, We feel strongly, however, 
that all regions must be represented and represented 
equally. We also believe that.a central co-ordination 
of the regional authorities must be made or nothing will 
ever develop out of the recommandations from the 


various. sectors of the economy. 


_ * 
eet 4 ‘e ; : ‘ 
<s rt » : a an r ta ian e ale 4 > ‘~ =. si ? x 
: Pf 7s a 5 7 Af F ae 
re tai a a) 7 ‘ eA iy ; \ aps 
- i ra ' 
“ 4 A 


; vo We a Pa ee Ts | 
ae8iaA | 
‘ Sarkar 


edt easetont o? sa jon <bebeen | 


i 
be 
i> 


By Ee ee 
ke 
ta 


yewol ot tud eetdinvoss. egedt - seven vanes oF 


“ a) i 
* niin Ae Ra 


.toeve yas ab wolfot bivedea dotdw aeien jastodal edt 
emoonl as id notetverq edt sd bluow evitmeont doua snd 
as olfiduq mort sureves tgsrojat edit so taometsds xsi 
| aiol tot ted gy bo yeds sd ~feqyti ffs to seueel yiinuoss 

.fsrsphet ro Lstontvoyxq .leqitoinum mist 


gsconsatd feneizgeH .OL 


ted} svora ot tinefttipb ed pluow di (8) 
se diliacriend edt ai aottotiteet ro gatase {{srevo ys 
ifeait sexsm bluow jroemarevod [siepet edt to aefoliog | 
anol get recto at cisdt somivorwl sidd af ssom tle i 
tostts yinsivuotinrsq bluow doidw astwasem yos yladsetis0 | 
no piuow gelutevont teatavot 10 gatdet? .salmrst edd [py 


r9dto sdt to smoe at asd} sonivoyrd alidt al stem tie 2h 


netytsubnalt serdt esedd co at ti as .sbsnsd to aeontvoyrl 
$I. aboeqeb yilsqionixg ywromoos Islonivoxq two dsdd 

‘ to epoltteq 3snitub tedt .yee ot surt yidsdorq al 
gt Jerl Tots a: et yitesubat teafswos odd aoltotriaor 
ot 1920 Lo ers pood do sv tsadg oF jeum oW .bevoetts ed 
eddoars geinruxul pos <yiltsasosm s asdi yrexul s goied 


opelisixnuo ed ot asd xsotbaseqs nedw og of Faxtt 


yistenom Larotget ted? eveifed aW. (d) 


Eg 
afovel sis ot sonsiataes tserg to ed blnow asiiliuodive ae 
enovewod .~ylanorse [eet eW .sbsnsd at Jnemateves to ; 


betnessrqet bas betassexrqet sd J4anum bien ffs tst 
nottsatbyo-oo Lstines 8 isdt svetied oafs oW -vilsups 
CLiiw satdton to ebsm ed taum eel ituodins Isnotgex eft to 
eit mott anotispismmooes odt to io goleveb seve |, 


.ymonmoos edt Io avotoss guoixevy | 


Nethercut &é Young 


Terente, Ontario A1837 


ll. Local Municipalities 


(a) Our Pe oukeRE crovenddés funds to local 
municipalities and incorporated villages by way of per 
capita grants. These per capita grants contain no 
reetrictions as to the works or services to which they 
are applied. The Province algo makes grants to 
incorporated towns for assistance in street paving, 
sidewalks, fire fighting equipment and other :¢pecific 
proyect s:, 

(bo) In addition to the above assistance, 


the Province makes payments to the City of Charlottetown 


in lieu of corporation taxes, and to other municipalities 
in lieu of taxes on government properties and in lieu 
OP certain works and services, 

(c) Our Government exercises control over 
municipal borrowing through the Town Act, copies of 
which you may have if desired. This Act, among other 
things, estates that the maximum debenture issue which 
can be made by @ municipality for general purposes is 
not--to“exceed fLfve times: the amount cof: taxes’ collected 
Int the previous fliecal year. uclt.also states cthat] all 
debenture issues for gpecial purposes must receive 
the prior approval of the Minister of Municipal Affairs. 
Bank “loans ‘are #inilarly vestrwicted by ‘the ‘Town Act 
to one-half of the total annual tax revenue. 

(qd) This Province ig called upon at all times 
to guarantee the gecurities of cities, towns, municipalities 
and School boards. This guaranteed debt hag now reached 
extengive proportions ag outlined in our annual public 


accounts. We often wonder what effect such a guarantee 
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has on the interest rate of the security offered. 
Basically; we caniseé no realcreagon for vasfully 
guaranteed security bearing an interest rate any 
different from that which the guaranteeing jurisdiction 
could negotiate. 

(e) We feel that much could be accomplished 
by a closer liaison and co-operation between 
municipalities in their ventures into the money markets, 
We also feel that this would be much more difficult 
to bring about than a -gimilar co-operation between the 
provinces, if only becauge of the tremendoug numbers 
of jurisdictions involved. Nevertheless, this ig 
probably all the more reagon why a concerted effort 
should be made to improve, through co-operation. at least 
on a regional basis, the financing practices of 
municipalities. Thig ig one area where the recommended 
regional monetary authorities might make a very 
effective contribution to the economy. 

(f) Another means of assisting municipalities 
would be the establighment of long term federal capital 
aid programmes for the construction of schools and 
hospitals, This programme might take the form of either 
capital assistance grants over a period‘of years, or of 
interest subsidies or a combination of the two. 
le. Trust and Investment Companies, etc. 

(a) This Province has many statutes regulating 
life insurance, investment companies, credit unions and 
the like, The statutes involved include - The Surety 
and Guarantee Companies Act, The Corporation Securities 


Régietration Act, The Co-operative Association Act, The 
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Security Frauds Prevention Act, the Credit Union 
Societies Act, The Trustee Act, The Insurance Act and 
The Licensing and Registration Act. Copies of thege 
Acts are not enclosed, but we would be more than pleased 
to supply them should you go desire. 

These Provincial Acts are gimilar in content 
to their opposite Federal statutes. Very generally 
Speaking, they provide for the registration, licensing 
and annual returns, minimum capital structure and 
investment policies of these types of companies. 

(o) As we have no specific quarrel with the 
Federal statutes, other than the qual jurisdiction, we 
do not intend to enlarge on this section. If your 
Commission has any specific problems in this particular 
area, we are anxious to assist and will direct the 
particular government department involved to answer 
and provide any information which you would like. 

(c) Certainly the divide@. jurisdiction is, 
to say the least, cumbersome, and we feel that the 
central authority should be charged with the regulation 
of interprovincial corporations. However, ag the activithes 
in this Province of the various investment and invest ing 
companies are quite limited when compared with other 
jurisdictions, we are not prepared to make any specific 
recommendations for change at the present time. 

13. Canadian Banking System 

(a) While we have no quarrel with the adequacy 
of the service rendered by the banking community, we are 
not aware of any real competition between the various 


banks, The services offered by each bank are pretty 
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well identical. . The Banks, themselvee, do compete 

with each other for customers accounts, but this seems 
to center principally around the salesmanship and 
personality of individual bank managers and their staff. 

(bo) The chief competition to banks for saving 
accounts would geem to stem from activities of Trust 
companies. The interest rates and.bours of service 
which-thesencompanies are.offering.to depositors are 
more attractive than.those, permitted by,the. Canadian 
Bankers Agsgociation, or the. Bank Act. Trust companies 
similarly,seem to,,be.able to offer short term funds 
at rates appreciably lLower,.than, thoge approved. by this 
same Association, 

(c) With the recent flurry of bank amalgamatio 
ever the: past few \earsa, what competition exists between 
banks »becomes Less. and. lees. We suggest. that for this 
rped or alone any, further rmeductions, inthe. number of 
panks, Offexine, thelLujsexnvices,,is..notr.in the best interests 
of «the icountry iat lance... 

(d) The Government of this Province is also 
eoncerned twhta he .wecent tendency ifon .banks to acquire 
Substantial interests in.major Trust. companies. We 
contend ithat 2one of .the.;resubts,.of banking control of 
ibe Se shngAGgitvut beng could .be.a.leeeening .of the, competitio 
which«-pregently exists.between these two types of financial 
institutions. We cannot see that further large invest- 
ments in Trust Companies.by banks would be of. any 
benefit te-the.pubLic.at,large.. 

(e). We submit that one of the reagons why 


Trust companies are.able to offer more attractive savings 
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and loan interest rates must be the lower overhead 

2 carried by these institutions. All Canadian banke 

3 carry a tremendous investment in premises and staff, 

4] In the larger centres it is quite usual to find a 

S| branch bank on each of the four corners of a busy 

6| intersection. 

7 While this perhaps assists the banks in their 
8| personal competition for a customer's account, we can gée 
9| no advantage to the general public, particularly, when 
10| we consider that the services of e€ach and every bank 
i1ij are basically identical. 

12 (f) We suggest that legislation be amended 

13], where required and the Canadian Banking Aggociation be 
14) administered to provide individual banks or branches 

15| with more gay in the running of their own affaires. Ag 
16) @ means of reducing their overhead and of compet ing 

17|| with Trust companies, we Suggest that the banking 

18] Community could establish surburtan "currency exchanges" 
19|| @& an alternative to a branch of every Canadian bank in 
IG || everysTOeal ity . 

21 These currency exchanges could be managed 

22) Under the direction of the Canadian Bankerg Association 
23|| @nd would be a co-operative effort of all banking houses, 
24|| Businegs hours could be arranged to coincide with the 

25 || Practice of local merchantg and to the convenience of 
Smaller businesses and local residents. Arrangements 
could be made for deposits and withdrawals at these 
currency exchanges through the bank with which the 
customer wishes to deal. 


While it is not expected that a complete 
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banking gervice would be: provided by these currency 
exchanges, wevceontend that ‘this service is 

not necessary in the Surburban areas where such an 
establishment would be practical. We see no reagon, 
however, why these exchanges could: not receive deposits 
and honour withdrawals of all kinds, make up payrolls, 
pase cheques and notes, sell money orders and savings 
bonds, “and, inegeneral, handle nearly all of the banking 
services required by the smaller business man, other 
than loans, safekeeping facilities and foreign exchange. 
14. Investments of Provincial Boards and Institutions 

(a) Provincial Boardg and Institutions may 
invest funds in any securities approved under the 
trustee Act, Investments approved by this Act are as 
follows: 

lL. Any #tocks, public funds, bonde, debentures 
or securities of the Government of Canada or of the 
Bank of Canada; 

e. Any stocks, public funds, bonde, debentures 
or securities of any Province of Canada; 

3. Any bonds, debentures or gecurities the 
principal whereof is guaranteed by Canada or by any 
Provinee of Canada; 

4, First mortgage securities on real estate 
inethle~ Province; 

5. Any debentures or securities of the capital 
city of Canada or of the capital city of a Province of 
Canada, or of the Town of Summerside, or of any city of a 
population of fifty thougand or over in the Provinces 


of Ontario, Quebec, New Brunswick or Nova Scotia; 
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6. Any debentures or debenture stock or 
guaranteed investment certificates of: 
(t) ‘Canada Permanent Mortgage Corporation. 
(1i) The Eastern Trust Company ; 
(iii) Acadia Loan Corporation; 


(iv) Nova Scotia Savings, Loan and Building 
society; 


(v) The Montreal Trust Company ; 
(vi) The Royal Trust Company. 

ie With the approval of the Court’, an 
insurance policy on the life of the CeeluUlL quest ruet. wie 
Wile "or child: 

8, Debentures and debenture stock, deposit 
receipts, certificates and accumulating interest 
debentures of The Eastern Canada Savings and Loan 
company ; 

9. First mortgage bonds or debentures of the 
Prince Edward Island Hogpital or the Prince County 
hospital, 

The investments of the Provincial Superannuation 
Funds, the Workmen's Compensation Board, and the 
Provincial Sinking Funds, Unsatisfied Judgment Fund 

and Insurance Reserve Fund are somewhat more restricted 
than the above, and, in addition, require. the prior 
approval of the Provincial Treasurer before purchase, 

(b) Copies of the statutes and regulations 
governing the Prince Edward Island Industrial Corporation, 
the Industrial Betablishment Promotions Board, the Tourist 
Accommodation Loan Board, the Farm Establishment Board 
and the Fishermen's (Loan Board are available for your 


information if required. The Government of thig Province 
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1 has taken an active part in encouraging and developing 
2 all types of industry in the Province, The financial 
3 encouragement is afforded by means of loans extended 
4 at bank interest rates for periods of up to twenty-five 
5 years, winy;the cage, of Fisheries,. Industrial or, Tourist 


6 Establishments, loange can be obtained of up to 50 per 


‘if céentwofoithes coste of | boats, moteds,{propertynnetec. 


8 Farm Establishment loans are extended up to 85 per cent 
9 ove theneppradsedvvaluel offihe | properntiletnuta Thea governine 
10 shatter Base Drevidebieora@utricght grants; but thle is 
11 rarely doneWanf practi ses 

12 Thier ewWrominee has: aleo, entered into. f inanc ing 
13 arrangements with industrial companies under which 


14 pote ss inerplanteshawer been erecteds.or, pant laldy. finance 
15 on a long term rental or lease back basis. 

16 (c) With the exception of Fishermen's Loans, 
17 our Government's entry into. the direct loan business 


has been fairly recent. Fishermen's loans have been 


18 

19 available for more than twenty-five years, but the 

20 industrial, agricultural and -tourmtist, loans .have only 

71 been made during the last ten years or less, 

DD (d) Our Government has financed these loans 

P in three ways ~ (1) From its own general revenues; (2) By 

om Bank accommodation; (3) By short term borrowing. We 

95 feel that we areapproaching the point where additional 

06 funds will be regenerated through repayments of past 

97 loans. 

1 (e) We cannot corelate the activities of 

90 these loansboards to any fiscal policy. However, the 
activity is regulated to a certain extent by the loan 


policies of the Fedéraill Government towards gmall 
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businesses and by the Industrial Development Bank. 
We have been surprised on numerous occagions by 
individuals applying to our Government for loans who 
had been refused by the Industrial Development Bank. 


While we were pleased to extend credit to the projects 


proposed, we consider them to be a reagonable risk, 
in which, apparently, the Industrial Development Bank 
did not concur. On other occasions, of course, funds 
were not then available from the Industrial Development 
Bank of Farm Credit Bureau. 

Weer ind rt “estat that the*Loan ‘polictes 
at the chartered banks must be more restricted than 
government agencies. At the same time, we believe 
that a more convenient way of obtaining loans must 
be developed with the various agencies of the Federal 
Government. We are certainly aware that there will be 
some increase in the risk involved. Atithe same time, 
we know of no bank which hag not, and does not, experienc 
occasional losses, despite their stricter gs 

(f) One area of federal policy which affects 
every level of business, and, indeed, government, is the 
custome tarift. We are Bot sure’ that this subject’ can 
properly be considered within the terms of reference 
of your Commission. We think you will agree with us, 
however, that the customs tariff structure hag become , 
to say the least, unwieldly and difficult of administration. 


It is our opinion that your Commission Should at least 


press for an overall review and consolidation of the 
customs tariff to the ultimate assistance of business 


and trade in general, 
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15. The Bank Act 
(a) Our Government does not have any 
particular quarrel with the provisions of the Bank 
Act, other than our recommendations get out above. 
We would like however, to take this opportunity to make 
the following specific recommendations of a more 
ofpnuless technical natures= 
Section: 58 of the Bank Act should be 
redrafted to require the publication of the 
annual statements of. banks in all localities 
where branches are’ maintained. Thig section 
Should algo require the publication of annual 
Statements of operations, together with the 
report of the Banks! Auditors on these 
etatements. 
Section 93 of the Bank Act should also be 
expanded to include, in the exemptions from 
charges for cashing cheques or other 
instruments, the Provinces and Territories 
of Canada, and any agency of any Province 
or Territory. Thia.-would give formal 
recognition to the present practice of banks 
in excluding such jurisdictions from thege 
charges. 
(bo) The Bank Act presently provides a maximum 
rate of 6 per cent per annum on loans made. We consider 


this ceiling ghould continue and recommend that no 


increage be permitted in thie rate, 
(c) Because of the limitations placed on 


banks by this statute, we algo recommend that more 
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direct control jon? the lending ‘policies ofcall types 
of financial institutions.be effected. Such 
inetitutions would include Trust Companies, Finance 
Companies, Acceptance Companies, and all others who 
dimectiy pr ingirectiy loan funde te the publie. 

An example of a simple means of more effective 
control would be the mandatory inclusion in all documents 


of the effective rate of interest charged per annum. 
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Halifax, Nova Scotia 
Monday, June llth, 1962 


On commencing at 9.15 A.M. 

THE CHAIRMAN: Tiwill call thee meeting. 7o 
order. We are very pleased tO be in Halifax, today, 
Thie willl. .be .the last. of .ocux) public hearings <.n tne 
provincial vcapitalsa, We.began) ih Victor la apd have 
Ranably.aryeived a Halifax. 

I understand tnat the province of Nova Scotia 
ls, prepeared.to gubmit thein brie, teday...Weshave 
received copies of the brief and all the members. have 
read it and find there are a great many pointe of 
Lntereety we would like: to,explore. te.,80me sextent. and 


4 


with your permission the various memberg may wish to 

aek que@tions after you have made your general, cubmise ior. 
Me rremier, Lt. Le verve neat oOnour. To 

heave vou present Today. .We are very much tndebreq.70 


you for being here personally, and we know you will 


be Gl creat gee lerance, TOlue., 


SUBMISSION OF THE PROVINCE OF 


NOVA SCOTIA 


A PPEARANCES 
ThevHong .Mr. Rurstanfieilg - Premier 
Mr. John Bigelow - Director of Research. 


HON. MR. STANFIELD: Mr. Chief Justice 


and members of the Commigeion, perhaps before getting 
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Terento, Ontarie 
down to “bue ines ‘I would Iitke ‘to°welcome you to the 
province on berialf of “the government. We have all 
noted “your ‘progresses from’ capital to capital and you 
are certainly mos't ‘welcome ‘here in- Halifax and in 
the +prevince “* “The “probleme of ‘Tinance are -alwaye 
complex > “and -Frknow “most “of ussare ‘wetl “over ~our™~-neadé 
mr tite ote bd aid ie know rer rectie rope "Gr “alt rzene 
fromone end Or the cceountry “ve the “other that sour 
Compose Pom wirPulindiv Itself? able vo reach sone 
ratiefactory eolut rons." - Le downot Know ow rmuch tne 
COveLmMMe nt "OL "Nova oCcoU La Cam rcontributertoupne -eniight- 
Srnent rin tne f terdy Pout we,are nappy to we ceive + the 
opporttnity to” present ‘a: submiestion “and”’some views 
vo- the Gomn teston-. 

I“think When any GF"uel* in thre "province thank 
in terms ‘or’ fimanclarrand”*monetary probleme we’ tend 
Heruralvy rteO*T Rink -oP“ehe@cenerak, economic *prouleme 
of *the“areavand” of “the "province. ‘*Z-aseume*that these 
probleme go considerably beyord’your term#-of* refererce 
and veckrtalniy mmvorve questions el +? tscar, poricy ar 
well-as-questione of strictly’ financial and monetary 
policy. So that, we do not presume thig morning to 
burden you with our economic problems here in the 
larger /senee, of ‘tne term. »' We shave “trted’/in “our 
fubmission to outline tne general problems of the 
province, tn-our*industry; in~terms ‘of *f finance and 
monetary policy. We certainly have reviewed the financia 
requirements and we are certainly concerned with the 


increasing attention that has to be given by government 


to economic and social problems. I would like to emphasig£e, 
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as I.think we have, tried to emphasize in our 
cubmigsion:«ataat ourel imancial: problem is.net ¢trictly 
one of being able to borrow suff ieiatit sume of money. 
OQur.financial.problem,.strietly speaking, is.wnere 

to find adequate -sources :of.revenue.to. discharge .our 
regpongibiiities.. I.am not suggesting the province of 
Nova,~aeotiarie 4anianvyuwayapeculiarcin this. genee. 

Ti aleakimply an,atremptstoa»iadieare chat.our. probleme 
are problems,of revenue rather than problems of being 
able to borrow.enough money.. We have indicated in 

our submission, while we are not iétitirely happy about 
the price we have to pay for our money, and while 
markets.bave .oceas lonally,peen,difficult for vue. by 

and large we have been. able to borrow certainly as 

much money.ag we ought to,.and some people might argue 
more than. we ougsa®y tow. We take,partuln the national 
economle processes, and naturally .weywish.to,be,.as 

well equipped ag possible to, provide.a reagonable 
etandard.of .services.for.our people, J emphasize again, 
however, thig,is more.a matter .of.revenue, than.,ability 
tO, borrow... We.are, however, concerned with ,.the way te 
capitalsamarvkets, function. pecauge,.we have to play our 
part in .attempting tor.adduet the. behaviour, of.our 
ecoponyus. i We.are.anxiousut here: willis be the.utmogst 
eO-ordination of all, Jevels.of government, towards 
goals.of national.economic.growlth, and stability. .We have 
tried to. carry, out.our responsibilities in.a. prudent 
manner. We attempt to provide the services that are 
required; in.a. province. such asvthis.with,acgrowing 


economy,,..Of. course, .to,do.this we have.to tax, to, gpend, 
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; and at times we have to borrow, and essentially our 

: municipalities are in the game position, and until 

5 now at least it has been possible to*obtain through 

% taxation and prudent borrowing -- and I should emphasize 
: nere.whrovusBh*ageistanee int the tax Sharing’ agreements 

° and special. grants from the Government of Canada -- 

7 we ‘have@ been: able to acquire’ the necessary funde to 

° dieeharge our responsibilities, but of eaurse we find 

? the cost of borrowing’ to’ be -high. 

” TOeChGe Ttele+ -=latidta WHEL Eee eeVOnies .ae 

11 T can, we’ recommend more co-ordination between government 
ie with the objective of stimulating long-term economic 

13 growth through the provision of adequate federal funds 
14 to'earry’out counter recession policies’ during down 

15 Wines: Li the=basinere tyoves 

16 We would like to see all possible ways 

17 explored’ tou improve: the’ timing andg* & ize“ of’ provincial 

18 debenture igsues coming on the capital market and, 

19 age I think we have indicatéd, in our submigsion, we would 
20 be quite unhappy to see any centralized authority 


21 established that would tell ug when we could go to the 


22 market and how much we could go for, : We would not be 
23|| happy to bé in a position of having someone else 
24 determine what we could borrow and when we could borrow 


25 it, though we would be happy to see a full exchange 


26 of information and informal attempts of co-ordination 
27 short of what we would consider perhaps to be aie tation, 
28 We would like to see also, if-it is possible, 


29 a federal loan fund created for municipalities to use 


30 for constructing facilities of some national importance, 
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Such as schools ang hospitals. I do not think this 


PRRs 


pete 


Lavolves a new programme exactly, because the federal 
gevernment ts already intthe fleddsof.acgdeting, ).for 
example, with- sewer construction and with grants towards 
hospitaky,construction,.«I think,.we;:woudds ber, perhaps 

héere@e partdcudazly:coneernedvwith some. ef.our 
municipalities.which would-be ,congsidered less fortunate 
than others: which perhaps had difficulties in raising 
the necessary.,money.to provide what.would. be considered 
eeeent laleqinathe way,of,schools-and,that.sort,of thing. 
We have, a8) we,have. indicated, in our submission, a 
municipal loang fund ourselves -- the province -- and 

we also assist in borrowing money for progects financed 
over a long-term such as water and sewers. 

We algo have a hospital.loan fund. These 
could become, a serious vesponsibittty fored nex provinces 
and we would welcome anyufunther assistance that 
could be provided through a federal government loan 
fund operating in these fields, 

When we come to the private sector of the 
economy, I think it is true to say, as we have attempted 
to say in our submission, that the capital. needs of 
this sector of the Nova Scotia economy at least for 
a generation have not been fully met by the traditional 
capital institutions. Loang to small business enterprige 
tourist accommodation, agriculture and fishermen, and 
in recent years for larger industrial enterprises ,had 
to be made available -- or, at least, were made available 
and I think had to be, by the government of the province 


in order to maintain, even at that, an economic growth 
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rate gomewhat below the national average. There will 
beuduture ‘growth Invthese needs Olin the yearg@*aheads 
Incidentally). Tatbist inddur,, submission we have paid 
adequate tribute ‘to the'role of the Industrial Develop- 
ment Bank in-the province in’ recent years, but ‘even 

eo we have found it necessary to remain active in gome 
of these fields, as we have outlined in the submission, 
We believe there will be future growth in these needs 
in the immediate years, and should some extraordinary 
effort be made to bring our growth rate here up to 

the national average, these credit needs will be very 
large indeed, Slt ’dees not ‘put much 6fTa strain°on 

the iéred@it ‘resources of “thé Vprovinée “to “edénd lic B tHe 
Sort of financial operations in the private gector 

that we have been, but if it became essential, for one 
reason or another, to provide some large capital advance 
to large industries, the province might be faced with 
the alternative of either declining to enter that field 
atealbror ‘overstaxing =ttsivucre@iti rating ; 

There ig, I think, "some basis for the belief 
that if there were an increase in the general develop- 
ment rate here it would be necessary for large-scale 
credit to be made available to industries on a larger 
Scale, and this might very well confront the government 
of the province with a difficult position. Furthermore, 
we anticipate that there will also be future periods 
of credit veetriction nationally ‘and, as ‘we ‘have indicate 
in our submission, we expect that ag in the *paat, unless 
some change is possible, these restrictions will bear 


heavily on the business in thig region, and we have 
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now we believe 
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indicate 
have worked 


1 
study: byi Profegeor Cairncroess to 
oni thesbaeistorthrisiadvies thecesc policies 
4 themgel ves: outiirim ther past, 
> So, we would recommend with respect to 
; armored flesmi bilee form off cred lite controlethat the lborrowin 
: ered it’ needs? Ofa different) @aredes ofoCanadaogahould: be 
| recoghizgedd sbiithat thecadverse effect frome natdonal 
9 restrictions on credit as a result of national policy 
10 Will not further. depreeer any arearwhicht does notesuffer 
it from over-expansion of credit at the time. 
Wernwould also: like to see: mores precise and 


reliable’ statistieal' dates ave llablee sol thatiancovernnent 


I2 
13 
14 attempting to improve the planning and functioning of 
ite economy will have avallable: to xudt; ther moet: factual 
foxt example ,ponia 


We would embark, 


15 
16 andnrecentidata: 
17 new ae ved cbnehd here) din. ‘our province. y Weoproposet to 
18 enter the field. 68’ planning with a view to establishing 
19 the targets for Ait various industries and devise in 
20 eeociation with those industries methods of achieving 
21 Such targete, and our thinking tnere is based to gome 
22 | extent of the Freach type of planninegse but wertaimiy 
Za if we are to make progrees in this field we must develop 
24 a reliable,and. precise statigtical data’ and: we, would 
25 hope that we could recédve: co-operation from those 
26 outside the province. 
27 We would algo Jame tbe Beetitheutie hddof 
the federal farm improvement loan maximun 
This province, -Chrowen 


28 eerdcnd thre} 
29 of $7,500 be raised to $10,000, 
iteLand Settlement Board hag been very active in our 
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Veyee* 
1 

aericaltural-creqit”’forea long ‘timévand I-thifik L-may 
‘ sayopartigulartiy® in “récénv -yearey~' Our ‘¥oleé “has “been 
‘ principally/“in-the areatof*settlement' or helping people 
. &equiyve Prarm@"under proper ‘clirctmetance's -but' our role 
: hae “been *quirte "aetives’ We-would-Like-te-gee -tre ‘maximum 
‘ or "eredi re on“whe- parr *of*tne-federar “agency be * increased 
; ends"tF pract teak;y“we woulda surke‘torsee FometHi ing 


eotapitehnea-Prke-a #ifele tL tne vor credit “lor *commercial 
farmers: 

We also feel it ig desirable £6° pool, go far 
ae Le poseipte y“tne retources “oP tre vederalracency 
gm Our Gwit prov liciar-arency "in thie Tlela, 

Ae Ihave indicated ifthe situation develops 
where -our"economy ‘may begin to extend™more rapidly, 

Dou inetance>. r’vne Preld- “or “secondary ImNnquet ry 

we might find ourselves ag a government in the position 
of having to’ borrow targe-eumse of “money for “industrial 
capital which may in turn affect the credit of the 
province. Therefore, we are indeed anxioug and we do 
recommend that the federal government make available 
large blocks of industrial loan capital at low interest 
rates’; if -posstble; and ‘for “long terme “to ‘any ‘aréa which 
needs this type of indugtrial improvement. 

We have indicated in our brief that we have 
in the past found it necesdary to agsist gmall secondary 
Industry with loans. We have considered it desirable 
to enter into the’ tlease™ bate ‘tf Llelda *threurh “Indus ital 
Estates Limited and we have been highly successful 


in’ thie Pietd “of**opera torr. 


We would recommend that loan capital be 
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made available, ag we have indicated, in larger blocks 
in “any area where thie “could ‘be’ demonstrated, © The 
Industrial Development Bank is certainly playing an 
aerrverspart th “sats =f bekd. he aineri™loans SPChere -1Ls 

an impression here that the Industrial Development 
Bene +e +perha pe restricted "toa cone lderactke textent*to 
@ Email’ °type of Wloan-+': Consequently, we'do not’ see any 
netvrotal "aezency oF Chat Sort® active “Litt he tie lh ‘of 
large oats S PEP appears “-olkus St itbs “re: a dericteney 
in Che present! neti tutTona Prarrangeme rte. 

My Crepes fuetree ~'piter er Stiloge- tae “oir 
trove ss "and ri -we' ‘can “ve helptul at-all “iirenewer ime 
an Guemeronre "or cetting any information for any .member 
of the Commlesion,” we ‘would be’ pleased to try. 

THE CHAIRMAN: Thank you very much, Mr. 
Prenvvet, 

COMMISSIONER BROWN: I wonder if I may 2 pare 
With a quect ron ‘or ‘ea fairiry cenerat ‘nat uret *4Pi'tra 
art tite tal‘ infusion ‘of "sapltat that te “apparently 
required hy vthe™anee of *bott) sore amin lc Boa ‘and 
GeiLvate seer Herl oe vedo "tou Ree fhirrs “re “ome t hie Taat 
ean be “acoompl ned Cover ‘a)&e 167 t-pe Frog with Tar pex 
amounté that can'generate its own repeat gevelopment , 
or L& this -eometh ing ‘that ‘you See. ae 'a. “cont Mmutng 
long-term requirement of the area, and also in what 
sort of sume are we talking? 

HON. MR, STANFIELD: If I might distinguish 
between the municipal and private sector, which I 


think may be goveriied by “s ome -d Pf Tere nt*cons tderat tone , 
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i, would, find it difficult to anewer the, quegtion on 

the municipal agvecteef it inp,any-fatiscfactory: way. 
My.impression iss.thar municipalities which are stagnant 
haves problene: op, one. typeof, financing, and) thoce) that 
ave growing rapidly have, another»type,whiem seems 
d2tPichlitetoOnthem: ims many ways, .but ul would snote) ike 
tonexpressyany opinion, as, torwhether the munkolpad 
capital would péema Donewterm problem, or 07 : osWitheue 
it would be a problem-as: long as we nad areas jin the 
province which.were having: particular difficulty like 
geome of our municipalities in our traditional coal 
itiaing aareas ,.and: li would, be: difficul tetouweayunow. lone 
thet, would, last. 

On, the other nand.e Lt maybe, that 
munleipalities that are. erowineg wllt. fing Lt .iacveasiag? 
difficult to finance the services they are required to 
elve.. I. think ituwould .be.just ee peculationonimy part 
to attempt to forecast what the future requirements 
of our municipalities would be, but the situdtion is now 
that we have..some..of our municipalities, partieularly 
in the traditional coal mining areas ~- which have 
difficulty in providing the normal essential municipal 
Services, 12nd iey.do require caphtalytor that.our pose, 

in the private .wectom t.would Dikerte 
emphasize that the government of Nova Scotia does not 
regard the provision of .capital.ae euffielent inv iteelr 
to produce any marked eeonomie emianeion iny this 
province, It seeme. to us that some agency could come 
along tomorrow ang make a very large gum of capital 


available, and that might mot change the picture -at all, 


tant e20dt conan: to. sqyi sno ae Pc 


_ amege dotdw eqs TeiF0ns sve vibiqst gniworg ox 
owt Jon bluow I tud .8ysw yosm cit ec Ah ATi We 
{sqioinum ad} tvedtedw oO}, 88 poinigo yas aeexqxe of 

au, WLW, ton to meldewq maet-so0l (8 ed. bluow [stiqso 
sdi ni e89%s bs sw 38 gnol as meidorg .s,ad bilvew Ff 
Sui Lf Uiivol Ie 1sivoltiysq, goived erew dofdw sonivorg 
{so9 [snoljibsxy to om aeltileqiotaum THO. TO BRO & 

| gsol wor yee oJ divuelTifp ed pluow ti bas ,a6e1s galaim 
| 88L bivow tends 


tgdt. ed ysm ti, .basd, tedto sdt m0 


 xianieseront 3! batt Iflw gntworg ors tedt seldi{sqiotaum 


ot; betinpet ets ved? .so0fvess edd Somenlt of Ligeti 
Ix 8q yn no noljsiuoeqs 3 aut, ed, bluow ti itd: ovis 


ginemeortupey, siutut sdt jedw tasserelt of Jomerts, oF 


sx 
; 


|won 8! nobdsudta edd jud .ed bluow Botti leaiolaum suo, ‘to 


yinrsivolt1eq fel Ti tea bol rise tuo Fo emo 2 evsed ow JsdJ 

evéd doldw, ~- s8e 76, sniaim oe leno iti bert eat, of 

Leqioicum Lal inases femror edt anipbivorg al yvilvoftiip 

ssoqgivg. tsdi wot. [stigqso situpem ob. yond bas .f90lvaes 
ot pore bibiow I, fotoon, stsuieg ogi. el 

Jon as0b, Sljiood svou to tnemnzrevog, ois tedd estesdqme 

Ifeeti at Jnelottive as [siigso to nmolatvorg edt bY SR9% 

afas, of nol ansqgd ‘otmonooe beNtsm Yas soubo1g ot 

emoo. blvog vores smoek tads su ot.amses JL. . sonivoxg 

{stiqso To mus sei1sl yrev. 8 on bes wotromo} gn0ls 


ffs ts stutoig edt egnaedo ton Jefgin isd} pos . Sldslisvs | 


= 
< 


Nethercut & Young # 2076 = 


Terente, Ontarie 


There might be nobody around~in’a poeition to use any 
cupeteanv lal amount of thay, It“ie our view that the 
PYOVLE LON Of eapitalr py iteedf£ would not induce: any 
particular indugetrial expansion. 

It fe the ‘province's "view that other “measures 
would have to be taken in aggocilation ‘with that, 
meaguree of the gort which are indicated by Professor 
Ca Pyncr ose “int tne ts Vaidy- fer meade “lor tie" Tort a olanii 6 
prov itices, measures which’ TD think dre outs lide «the 
Struc Geld Of WwourrConmmiss en; perhnans; ssucn, de.orants 
to reduce the Set viing cin "cos te of -certea la ty pee .OL 
lridustry. “It “is “our “hope that these measures will be 
Cacery, ata “Our (polut "ts ’thae rectneycare ‘taken, then 
the need for large blocks of capital would become 
urgent, How long it would be necégesary for a’ government 
agency to supplement the ordinary financial processes 
Oremeue COUNTY Y Into le  Drovineces 1 tdOn. t+ knowas hat 
would deperd, it sees tome, upon howr tone it would 
Coke. Lor ue tO develop: Lingriciagh Inevitut ions, tin thle 
ared? comparable To those avatiable In,.eay.. Central 
Canada -- and I am not suggesting they are not also 
available in other pants.iof the country algo -- and 
again, “bt would only be a@ @uese “oh my part, Mr, 
Commisetloner, “I hope. “doam speaking. to the point ‘you 
Haver ata. utlrid.,. 

COMMISSIONER BROWN: I just wanted it in 
general, because I think Tater on we will probably be 
getting down to something more particular in both teege 
areas, but first I wanted to see if you had any greater 


detail. 
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On the, provincial government borrowing, in 


ba Dexiian your byiet you Ltmplyrthéere is a definite 
limitation to the amount..that the province can borrow 
AD Atle What tne- wate. and invsanother Bectton* the 
Ae vee ne made that. une me’ le nnor Limit provided you 
pay the price -- paragraphs 11 and 82. I wonder if 
you.could, tell us which one is the. more predominant? 
HON, MR.., STANFIELD; If we haye given the 
impression there is noylimitto the amount we could 
borrew,.if,we are prepared to. pay the price, certainly 
we haye nog,.inten@ed to give that impreseion, We have 
Note hadereal ditticulty for,dare, la porrowine = hevmoney 
Wephave Ser. Out, To.) Om declded 46, porzow, VwWe> could 
borrow more,.than, we have, but I think there igs a limit 
to the amount the province of Nova Scotia could borrow. 
In Wovd.d not. like to say. juet where that’ limit Le, and 
DP ibink, we. could. quite, quickly fing out if we.'set out 
to borrow juget.as much money as we could. I think we 
would get into an area where we could for a while borrow 
more, .if we. were prepared to, pay more, Then I think we 
would get over tne limit where we could borrow any more 
G could not’ indicate’ =- andi: don't think anybody could, 
at..least, in the government, -- what the limit ig, and 
the Limit would move a bit with the amount we were 
prepared,.to pay, to,get some money, but we certainly 
would not like to indicate that we believe that the 
sky if the limit provided we are prepared to pay enough. 
COMMISSIONER BROWN: In other words, you have 


not run across, the gituation where you went out to borrow 
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the sum of $X million and were advised you should cut 
this down? 

HON. MR. STANFIELD: No, we have never had 
the experience of being advised that we could not borrow 
what we had set out to borrow. Mind you, it may be 
that in working out a year's financial Operatiow that 
at any one time it may be Suggested that with the market 
as such we might be wise in that particular operation 
to limit our issues to $10 million instead of $12 million 
or $15 million, and have another issue later on during 
the year, But we "have. never even approached the position 
where any financial institution has Lnd icated “Co ue 
that we could not achieve our year's objective -- and 
I hope, Mr. Commissioner, that we do Not, 

COMMISSIONER LEMAN: I would like to understand 
a little more clearly what your approach has beens You 
claim that the difficulty at least until now has not been 
the Sati riculty or borrowing what you Have needed ii and 
certainly your brief geems to say that, and you say that 
the principal problem ig to find the adequate sources 
of revenue to carry the current expenditures of the 
government plus the service of the gebt already incurred. 
Has it been your general approach to date that borrowing 
Should be for capital expenditures only -- no deficit 
financing by this province? 

HON. MR. STANFIELD: Our approach hag been 
precisely that. When you Say no dericit financing, there 
has been the odd year gince the war when the province 
has had a modest deficit. Those have been exceptional. 


The attitude of the present government is that our fear 
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would be,fon.one,thdng.that any sexrtes.of deficits 

in. the. province.would; tend to undermine our credit 
rating ang increase the.cost of borrowing. So, 
consequentliy.we bebiceve,it,is highly. .dmpertant.to,the 
provingé that we ,operate,on,a basis;of a. balanced 

budget .c SHat if.our bedier,, Wg, borrow only, tox-eeapital 
progecte....We,wouldlike-tor.get +-into.a,position where 
we.could,boryrow.money.only ;for..what,might., be..called 
revenue -producing itema.” For .exanples..ean imppoved 
highway. if«properly.conceived, ig.ne yvenue-puoducing; 

it, Lende.to lagnesase our mobor.vehliele uevenuee,.our 
gasoline arevyenues, oyer,.a,.period of .yeane aad tina: 
revenue tends to.provide and..opportunity to-sexrvice 

the debt. +bt ~L8 opexrhapscea -pers.enal.avieweo! pnimear+ but 

I think» borrowing,.for,..that purpose. igs more productive -- 
well, .-it.ig .not,a question of,being.more .prodguct,ive «-- 
but we are a little happier about borrowing money 

for an item of that sort,.than for an.ingstitutional 
purpose which is very worthwhile but which will probably 
be in the form.of further expenditure rather than 
producing revenue rimethe syears ahead .ndabhiss.is; not 

a. clear-cut conception, but certainly our policy .here 

le to borrow only for capital purposes, 

Mr, Commissioner, you said we had stated we 
had been able to meet our needs aegis OMehO 14246 acel 
don't, think I would have to emphasize that whens@ne says 
we have nestnigax needs, it depénds what one means, by 
"our needs", We certainly haven't provided the 
standard. of roadsandg the standard of hospitals and 


schools and ¢o on that all our people in the province 
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would consider satisfactory, by any means, and if we 

had the revenues to finance them there are many other 
measures we would like to take, because they are 
urgently needed. For example, we have not been able 

to do anything ikéiiwe should be -doting »inethe,univers tity 
field in Nova Scotia. So, when you say we suggest 

in the -brief.we have been able to discharge our 
responsibilities to date, I certainly would not want 
anyone ito \think :we,-feel, we, have ,been able to;d0 every 
thing we think we ought to have been doing or be doing 


to meet the: neede of the province, but what we have .been 


able }tosdOrtercdate ta.to present:a budget 60" the, House 
meet hee rhae preeds.we decide we.c4a meets, andrwe have 
beensableseto present. a reasonably balanced -budget 
$0 nthe oLeglelature,ove nua period, of. years. a.dawtsh to 
emphasize to you there are many more things we would 
like to dosgvandithexpeophkenof the,.province,, rightly 
f, think; ,behLieve;-it is unsent,. There+is.poe-argcument, 
for example, about the university field -- the need 
foramore, aseistance there, 

COMMISSIONER LEMAN: As I understand you, 
Mr. Premier, you say that you clase certain endeavours 


by the province as revenue producing, and therefore 
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peasonable per: 
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OVE) ae 


‘todas self-liquidating and able 
to Reco A extra,.debt,created to putathem,,in,place. 
Up to now, on the other hand, you say you have not been 
able to do a@verything you felt you would like to do. 
Have you not been able to do everything you felt 


was reasonably self-liquidating? 


HONs + MR.-STANFIELDs,...0h,. yes, I think that is 
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right. That is another way of asking me whether 
we have been able to borrow ag much money ag we thought 


we should borrow, 


: COMMISSIONER LEMAN: Well, yes. What has 
: peem Thend imitat ionk Uudni othe rnwwordede havermheret been 
: some desirable expenditures by the provincial government 
; thatuwere, according’ to your! standardsrsssand Tian 
accepting your standards now -- that were desirable, 
and whtichlimitations on your credit, etc,, have prevente 
10 you. from’ doing?) Thati 1siwhats Ie woulg*1ikes to gethat; 
my HON. MR. STANFIELD: No, I think we have said 
12) in the submission, and I would stang by it, that ae 
13 far ae the province: of Nova Scotia is concerned’ 1. think 
14 ‘we have been able to borrow -- this has been my 
15 experience -- we have been able to borrow money we felt 
16 We SOURAT Tor iryetomborrew) 
17 COMMISSIONER LEMAN: Now, when you approach 
18 this privaté sector -- help the private sector with 
1g capital, would you algo institute some kinds of tests 


20 that would satisfy you that this help in providing 
21 capital for industry would also be self-liquidating 
22 from the point of view of the government and producing 


23 additional revenue? 


24 HON. MR. STANFIELD: We have tried to do that 
ps. through establishing, for example, in connection with 

| the Industrial Loan Board, to which reference hag been 
27 | made in our submission -- we have acquired the services 


28 of competent business people on that board, and the 


29 government has followed the policy of not making any 
except 


30]} loans to industry/on the recommendation of that board, 
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withotwo excepttone: “Oneris under the: Industrial 


Development Act where quite modest loans have been made; 
they haven't been a factor at°all: in-connection with 

Our provincial credit -- and certain coal mining 
Operations where the decision was made there: by the 
government without reference to the Industrial Loan 
Board, but, by and large. with these probably minor 
exceptions the government “acts on the advice of a 
competent board, and itis our experience. (by and large, 
that these loans would liquidate themselves. Perhaps 

in some cases the board makes loans which a private 
inetitution would not feel justified in making; with 
perkhapsuavereaterceliement ‘of risks stoueomesertent, 


Bymeandatlarcegnit pisvourcexpectatlom chat whoa asimade 
in this fleld \would ,be .self-liquidating so cIndugtrial | 
hetates, for example, would be a self-financing ope rat ion|, 

COMMISS SONBR * BROWN : You say that both Wee 
and traditionally you have borrowed only in the long-term 
market and also that you have not explored the very 
Short-term market =- the parity market. We are wondering 
about this historical and traditional attitude. 

HON. MR. STANFI“LD: As regards the long-term 
maxrket:, al ithimk rit woukd ee tdeew on our part to become 
involved in probably too many short-term commitments. 

We have been exploring the short-term markets to gome 
extent, but we would feel reasonably comfortable in 
having a modest amount, and we do now have a modest 
amount of steady commitments. and we would be quite 


happy to have a certain amount of it turning over and 


revolving on a short-term basis, but, rightly or wrongly, 
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we would be nervous if our short-term commitments 
reached the point where we would have difficulty in 
funding: them if: it became ‘necessary == nervous about 
putting ourselves in thesposition where we could become 
embaraageed by having to meet a substantial block of 
short-term commitments under conditions where we were 
helpless to manoeuvre... In other: words) *suppos ing we 
have $20 million worth of short-term commitments and 
the market conditions became such rather quicklytthat 
we had to do something about those. Market conditions 
atethatvytine-mignt absodbevugtchvthat rhlwoald! pe dqifficult 
for us to refinance those short-term commitments. 
We may wish to avoid getting’ in any’ such pogition’ag 
that, and frankly we would be nervous about any such 
prospect qeveloping, though I think we recognize that 
under ordinary conditions at least short-term interest 
rates are lower than°’longer term. That wa& not: the 
situation for a short period a couple of years ago, 
but normally we expect that to be the case. Normally 
we do have some short-term obligations out, but the 
only answer I can give you as to why we don't go into 
be 

it more heavily would /nervousness as to finding pote) 
involved in difficulties if the market became difficult, | 
We would not, for example feel easy here -- I won't | 
make that comment; it might reflect on some body elee ; | 

COMMISSIONER BROWN: At the moment you do go 
through the routine of bank borrowing and moving into 
acPreasury BLPinibasie? 


HON. MR. STANFIELD: Normally, yes. Sometimes 


we go directly from the bank to the long-term market, but 
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ord inanily )there would bei a cPreasury! Bill a3 quite 
frequently there would be a Treasury Bill between the 
bank overdraft and the long-term borrowing. 

COMMISSIONER BROWN: Do you find that Treasury 
Billi market a¢ a provincial market), or do you have to 
eo cio Montreal and Toronto? 

HON. MR. STANFIELD: Our Treasury Bill market 
le. pretty much confined to the: banking system to date, 
Wei shave beem exploring \the ipast fewcyears the pogsibility 
of developing a market for province of Nova Scotia 
Treasury Bille. We could turn over a volume of $5 
million or $10 million outstanding most of the time. 
if wexwere wooing tio deve bop that sort ‘of market: we 
alwaye recognize we would have to keep a steady flow 
so that a person wanting security would know it wags 
coming onto the market regularly. Until recently we 
received no encouragement that any substantial market 
for our Treasury Bills could be developed. Now the 
situation has changed somewhat, but traditionally the 
promincenhas Sold ite Treaeury Bille to banke. 

Treasury Bills issued. othér«thaa banks in 
1961-62 wae $8 million. In this year, 1962-63, to date, 
it. le $1,500,000, Outstaading at the moment, $1,500,000, 

COMMISSIONER: BROWN: You are able to get a 
better rate than the ordinary rate for your short-term 
borrowing thereby? 

HON MR, STANFIELD Very debt the si mbutee tit 
has been the banking system. 

COMMISSIONER BROWN: On muncipal igsues there 
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l@°-in the hands of the Minister of Muntcipal Affairs, 
The question I would like to-ask, because it is not 
clear in the brief, is whether he has absolute control 
Ovelmowhe ther othe murvelpabity shall borrow or not, 

or is it simply To seeitheylconply with othe@eta futory 
provisions? 

HON. MR. STANFIELD: > I-think I am right in 
saying that the Minister of Municipal Affairs ‘can 
disapprove of a municipal issue’; “He ‘has to approve it, 
and if it 1s not considered a@ proper issue he could 
disapprove’ ‘oPUrt PoNnorma lly (Evel feces maprter of tim imag’, 
DUT also °LE the eel lever! "tha? t he -fesue 1s Varcer than 
the municipality should geek, he has the authority to 
act accord ingly ; 

COMMISSIONER BROWN: In considering the 
timing of such issues, does he take into account monetar 
policies that are currently being imposed by federal 
authority? 

HON. MR. STANFIELD: Iam not sure [I 
understand. 

COMMISSIONER BROWN: Well, put it another 
way: Does he tend to disallow such borrowing during 
Times of high interest rates? 

HON. RM. STANBIELDD: I think it may be more 
help to you in this field if we get the Deputy Minister 
of Municipal Affaire before you, and you can question 
him on this area,. I can only give you my impressions. 
We would be happy to bring Mr. Moseley over later on 
bE vyyou wishetotgoernto this wPteliq, 


COMMISSIONER BROWN: We are very interested in 
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the effects of monetary policy on the capital market, 
and one “of “the -thinge-that- does come in -is the 

extent to which borrowers are dissuaded by upward 
changed in the interest rate. 

HON. MR. STANFIELD: JI would be happier, 

Toth ink - olf we could “bring Mrs ‘Mogeley in. 

COMMISSIONER GIBSON: Can we ask on the game 
question asvit relates: tothe provinctal government's 
polictés "~- ag’verthow high.interest rates affect that? 

HON. MR. STANFIELD: I think I would have to 
answer that our borrowings ‘have been governed by our 
neéde rather thai by interest rated, \rqdon't thtrk 
E*can “honestly say that the higher interest rates have 
had any erfect other than to make us constantly aware 
ore the "his eost of borrowings. Ie vhink@ 1 woulgetx 
all frankness have to gay that to date we have been 
governed by our need¢ and what we think we can finance, 
Of course, indirectly because the higher interest rates 
increase our costs there is an indirect effect of the 
high interest rates on our programme, So, I could not 
honestly say we have been dissuaded to date from 
financing any particular project because of high interest 
ratee. 

COMMISSIONRR GIBSON: There hag been no 
failure to carry out projects that might have come along 
or déferring them, and that sort of thing? 

HON. MR. STANFIELD: I think it would only 
take 'effeot' over“a@ period of tine. It would) bera 
psychological effect wich would be difficult to measure. 


But the simple truth is that there are go many projects 
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that are most desirable, if we can finance them at 
all, that any given year fre have to decide what ig 
possible for us to do and go ahead and do it. 

COMMISSIONER GIBSON: Is that the reason 
that you made these two excursions to the American 
market in 1956 and 1960 -- that money was a bit hard 
to raise in Canada? 

HON, MR. STANFIELD: I can't say about 1956, 
but the most recent one 44.2 

COMMISSIONER GIBSON: Early 1960, 

HON. MR. STANFIELD: Early 1960: The Canadian 
market wegedifficult for ug at that time, My .recollecti n 
is that there was about’a full percentage point on what 
we thought we could borrow money for’ haaCanada and 
what we could do in the States] The American market, 
of course, ig much more flexible, Generally speaking 
the Canadian market, if you want to borrow for 18 or 
20 years, apparently you could Only arrange for a call 
provision in the last two or tiuree years, In this 
American issue, we have a number of alternatives: You 
can call at the end of 10 years at what would seem to 
us to be a modest premium which meant we were not pay ing 
tnese high interest rates for 20 years -- we could call 
it, We were able to make a.sinking fund arrangement 
which pvovided for ug making equal annual payments 
over’ the whole life of the issue so that we were not 
running the risk of having to face a heavy discount 
of the Canadian dollar at the end of the 20-year period. 
This way we were spreading the rigk over the 20-year 


period, and since we had an eight Or nine million: dollar 
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Old United States issue falling que, we didn't feel 

we were increasing our U.S. commitments appreciably, 

and because of that, and becauge we would have to pay 
Substantially higher at that time, and because of the 
flexible arrangement available to us, we did thats 

but I have always been nervous about involving the 
province too much in the way of U.S. dollar commitments. 

THE CHAIRMAN: Mr. Premter, you apparently 
On your books show a current account anda capital 
account: In the financing of capital do you find 
sometimes you are able to pay for a portion of that 
out of revenue? 

HON. MR, STANFIELD: Yes, we feel that we 
have to, that unless we can do that to a congiderable 
extent there is really very little chance that we can 
arrange for the capital projects on an adequate seale, 
If we cannot borrow -- if we cannot hope to borrow 
and should not borrow everything we need for something 
which might by some reasonable definition be called 
a capital project, I would fear if we tried to do that 
we would either strain our credit or get involved too 
heavily in interest. So, it doeg enable the government 
to attempt to pay for some of these capital projects 
out of current revenues. Some years we won't be able 
to do anything. Other years we are able to do a fain 
amount. 

THE CHAIRMAN: What might it SQ uUpcto@r-- wile 
one-third, or one-quarter? 

HON. MR. STANFIELD: I don't know it would ever 


get up to more than one-quarter. You know, Mr. Chief 
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Justice, there are difficulties that governmente have 
in'connect.ion with surpluses and paying for capital 
projects out of current revenue, but I have stressed 
it in budget gpeeches in the House, and so on, since 
it is purely a matter of government. policy that we 
must if we are to continue with certain. programmes 
pay for part of these out of current revenue. In the 
year ending March 31, 1961 I don't think we were able 
to pay any capital out of current. The ay eats year 
we were able to pay a substantial amount. I would 
have to refresh my memory ag to that. 

THE CHAIRMAN: I don't know that the exact 
figures are so important. I just wanted to get a 
general impregsion of the policy in that respect, You 
keep a sinking ftmd? 

HON. MR. STANFIELD: Oh yes, all our igsuesg , 
except very short-term igsues are on a 3 per — ¢inking 
fund basis. Our Power Commisgton are on more than a 
3 per cent basis because the Power Commission establish 
a sinking fund. We borrow the money for our Power 
Commission and loan it to the Commission. Once we 
borrow that money for the Commigsgion we immediately set 
up a 3 per cent sinking fund on our own. The Power 
Commission in its turn establishes a more modest e inking 
fund since it does it over a longer period ofttime, but 
the net effect is that our Power Commisgion borrowing 
is substantially more than 3 per cent. I hasten to add 
the Power Commissioners are not paying; the Power 
Commission customers are paying for the more modest 


Sinking fund over there, but the province ag a whole is 
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really pre-financing it. That is something we are 
taking a look at. 

COMMISSIONER BROWN: In other words, there 
is a double sinking fund on thege particular issues? 

HON. MR, STANFIELD: Yes. 

COMMISSIONER LEMAN: © Premier Stanfield, 
one of your recommendations is that through co-operation 
information and that sort of thing you would like the 
market for provincial and perhaps municipal borrowing 
to be improved in general, but your distinction of 
what would be needed there seems a little imprecise 
to me. Could you help us understand a little more 
clearly what you think could be done to achieve this 
£081? 

HON. MR, STANFIELD: I don't know we could 
do very much more, in our view, than to provide a full 
exchange of information. Some steps have already been 
taken in thig direction. There igs gome exchange of 
information now, but I don't think we have anything 
more in mind here than each one knowing what the other 
is likely to be doing and see that we don't cross each 
other up, Of course, you get a certain amount of 
information from underwriters. If you talk ito. .then 
they usually know what is going on, and it hag not 
been too often lately that we have found ourselves in 
dPPrvoulty that ‘Wayh'bae?I think that te all we have 
in mind by what we call co-ordination. We cele tel a1 y 
would not want to be in the position where someone else 
could say to us, "You are not going to borrow that 


amount of money this year." It may sound strange that 
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the provincial government could say that to the 
municipalities, but to have someone say it to us, we 
would not be too happy about it -- gomeone outside the 
province.being able to tell us what we could do, 

COMMISSIONER LEMAN: Well, that ig normal; 
Legally you do have juriediction over your municipalitie 

HON.MR. STANFIELD: That is right. 

COMMISSIONER LEMAN: They are creations of 
the province, whereas nobody has authority over you 
in, this, fileld.»..But, yousare, not. suggesting a. formal 
arrangement -- a big borrower for Canada to help with 
governmental financing problems or anyth ing OF That 
Sordi sot) ib tae.) 

HON... MR... STANFIELD:,. No, IT. don't think go. 

COMMISSIONER LEMAN;: You are just suggesting 
that amicable co-operation could help in this fielqg? 

HON, MR. STANFIELD: Yes. 

COMMISS TONER GIBSON: You spoke also of 
fiscal policies: Do you mean by that, co-ordination 
of economic policies with a view to avoiding recessions? 

HON. MR. STANFIELD: Yes, I think that is 


what we ™ Wey. in mind -- all going in the same direction 


We YaYS % Sahat A 


at the same time. 

COMMISSIONER GIBSON: Have you any specific 
points there, apart from Professor Cairncrogs's pointe, 
you would like to stress? 

HON. MR. STANFIELD: No, I don't think I 
would to try to elaborate on that too much. 

COMMISSIONER. MacKEEN: What type of agency 


have you mind for the exchange of information between 
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the provinces and the Dominion as to the timing of 


HON. MRS STANFIELD? I don't know, Mr. 
MacKeen --- 

COMMISSIONER’ MacKEEN: How would such 
information go from one to the other? 

HON, MR. STANFIELD: We would not have any 
hesitation in Nova Scotia indicating to the federal 
government and other provinces how much money we 
proposed to borrow in 1963 ang from time to time ag 
we go through the year, indicating some time in advance 
of our intent to borrow so mach money in the next three 
months, or gomething of that gort, 

COMMISSIONER MacKEEN: Have you considered 
using the facilities of the Bank of Canada, say? 

HON. MR. STANFIELD: That would be fine, but 
I think all that would be required would be a willingness 
on the part of the various bodies concerned to disclose 
their intentions quite frankly. I think that might 
be possible. 

COMMISSIONER LEMAN: We have been informed 
that the Bank. of Canada has not acted for any province 
ae’ fiseal agent as-yet) but’ do you know whether any 
province ever did ask the Bank of Canada’ -- "We now 
think we shall need to borrow $25 million in 1963, 

What do you have to suggest ag to when we ghould do it?" 
Has it ever been tried? 

HON. MR. STANFIELD: TIcould not answer that 

question so broadly. \I can say I don't thiak in my 


time hére that we have ever approached the Bank of Canada 
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in this regard. I don't think we ever thought it 
was the job of the Bank of Canada to help us in that 
YEeSpect., 

COMMISSIONER LEMAN: What form would the 
amicable co-operation take? 

HON. MR. STANFIELD: Well, it might very well 
take that form. I understood you to be agking me 
whether, for example, we had ever approached the 
Bank of Canada in this respect. 

COMMISSIONER LEMAN: Yeg, 

HON. MR. STANFIELD: And my answer would be, 
so far as I know, that at least in my time here we 
have not, because we didn't feel the Bank had any 
particular responsibility towards us in that regard. 

COMMISSIONER LEMAN: And except in times of 
very stringent conditions in the market, Such ag we 
Saw in 1959 and 1960, have there been great problems 
regarding timing? 

HON. MR. STANFIELD: No, I would not want 
flo: push -thils) to@ hard ooelt: ike just a suggestion we 
make. From time to time tnere are conflicts and 
complications, This hag not been an area of great 
difficulty for (us: because, as J say, we have usually 
been able to keep pretty well informed by discussions 
with underwriters. We usually know what issues may be 
Overhanging the market. 

COMMISSIONER BROWN: May I revert a Lt tHe 
to the question Mr, Gibson asked. You do €ay in paragrap 
46, "Appropriate federal policies that would tend to 


encourage provincial deficits in a period of decaan ive 
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economic activity nationally would be an added factor 
to accomplish the national aim of more stable economic 
growth." What sort of federal policies do you have in 
mind? 

HON. MR. STANFIELD: I don't think we had 
in ming more than federal policies which would encourage 
provincial gpending -- e808 louver in such a+ ines, 
but I don't think we had in mind more than perhaps 
an elaboration of some federal policies that have 
already been adopted, such ag winter worke programmes 
and that sort of thing, and we would not want to push 
this too far because, as I have already indicated, 
as far as Nova Scotia is concerned, we don't think we 
can €pend continually provincial deficits without hav ing 
Our creditceuffer, 

THE CHAIRMAN: Of course, you are speaking 
of deficits on current account? 

HON. MR. STANFIELD: Yes. 

THE CHAIRMAN: A provincial government is 
in quite a different position from the federal government 
as to deficit financing? 

HON. MR. STANFIELD: Yes. 

THE CHAIRMAN: You could get into a dangerous 
situation very quickly if you ineurred a series of 
provincial deficits on current account. 

HON, MR, STANFIELD: Yes, we would not be 
bothered too much here by a deficit in one Yeats SiO? 
example. We would not like to try to continue that 
for any length of time, 


COMMISSIONER MacKEEN: We have heardselsehwere, 
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Mr, Premterjn ofyproyinedial:difficultlee,following along 
where- there: are cost»shared) programmes. with the federal 
government, and the federal government has increaseqg 
ther paymente, made where theres are joint» ventures, and 
without, consulting the province it was raised or 
increased: Do you find any embarrassment from such 
actdon? 

HON, MR. STANFIELD: It may very well be. 
Certainly there ares some; fields; ofsgovernment activity 
where a change in federal policy means inevitably the 
provinee! hae tor followneguits 

COMMISSIONER MackKBEN: We have heard this 
referred to in connection with such things as unemployme 
rewded? andiihime ss 44 kee thats 

HON, MR SPANPIELDse Normalagah De thinks) a 
province welcomes the federal activity inithese fields, 
but certainly it can happen that a federal policy in 
this shared programme field -- it can put the provincial 
government in a position where it either goes along, 
pernaps with some financial embarragement, or it suffers 
the fate of unpopularity. It may confront the provincial 
government with a hard choice, 

COMMISSIONER GIBSON: Going back to this 
quest ton. af co-ordinating economic policies: Thinking 
of it from the provinee's point of view, can or does 
thes province bulldr up: whatyour might» calla shelf-of 
needed and desirable works that it could put into action 
fairly-quickly in. thecevent ofa receteion.terngdoeec it 
pretty much do the things it has to do ag it goes along? 


I get that impression from what you said earlier. 
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HON. MR, STANFIELD: Yes, we don't plan | 
projects well in advance, but the programme in some 
fields, of course, takes and years and years of 
planning. In others you can elaborate a tentative 
Planavery rapidly: ‘Fow example, sin the fileld cof 
vocational education, the federal government a year ago 
offered to pay '75 percent of the cost of vocational 
edueatiénafactiities, Once we made gome policy decision 
here as to what we snould do, it took time as to where 
a school should go and so on, then there were some 
negotiations with the municipalities involved, but once 
those were settled we were able to go ahead quite rapidl 
by adopting a uniform plan pretty much for a certain 
type of building and using that in several locations. 
Actually, we are going to have some trouble finishing 
some of these schools before the federal deadline on 
March 31st next, but we have quite a large programme 
going quite quickly by adopting a uniform plan. 

COMMISSIONER GIBSON: So there ig some stabili y 
in the expenditures. 

HON. MR. STANFIELD: Yes. 

COMMISSIONER GIBSON: I suppose this is found 
in the ‘amount of highway building. 

HON. MR, STANFIELD: I would think there would 
be a great deal of flexibility there. Mina you, if 
we are going to bargain a major highway project, there 
lg argreat, deal,of :planning: inva major highway project 
with regard to your route and all sorts of things. 

On the other hand, the smaller projects -- improving 


certain existing roads, and go on -- thoge could be 
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launehéedge Tawonldothink, at quite shorti notice), and 
there would be a great many projects, highly desirable 
proyéecte it that weycouldrundertake in thie province 
quite quickly if we knew how to finance them, and I 
emphasize nevernomronly finance the’ budidingror chem 
but operatelthemarter: they arel budditn 

COMMISSIONER GIBSON: So, if you were to 
receive federal aid ae an anti=recegsion meagure, how 
wuld you find it most convenient and efficient: from 
the province's point of view -- just to get a certain 
proportion, or a lower interest rate, or do you like 
the idea of having it geared towards certain kinds of 
expenditure? 

HON. MR. STANFIELD: We would like to have 
ailiithe ratadwee in) the world ourselves, I think you 
asked me what we would like: We would like to be able 
to do what we think is miogt. urgent. 

COMMISSIONER GIBSON: And most efficient from 
the province's point of view? 

HON. MR. STANFIELD: Yes, that is right. and 
we would also like to be able to relate wnat is proposed 
to what it is going to cost us afterwards. We are 
delighted to have the 75 per cent. towards these 
vocational schools, but the problems arises for us 
to meet the operating expenses for the schools, and 
thatgan arise in a good many different types of 
project, but unquestionably, as far ag we are concerned, 
we would like to have money ayailable to ug and let us 
spend it in some manner satisfactory to the federal 


authorities, We would much prefer that to a cut and 
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drteq fedéral proposal. We don't expect to get what 
we want, but we would urge the maximum degree of 


Plexibilivy tnianyofederalvotifers 
-~~-- A short recess. 


THE CHAIRMAN: We will resume, 

COMMISSIONER BROWN: Mr. Premier, you 
mentioned that you had an aversion to borrowing for 
other than self-liquidating purposes or, put it this 
way, you had less hesitation in borrowing for self- 
liquidating purpoges than for other purposes. I wonder 
if you could give us a picture in general terms of 
how much of your total debt falls into this self- 
liquidating category and how much might not be AbeHedea 
agin that category? 

HON. MR. STANFIELD: I would rave to doa 
little research, Mr. Commissioner, to give you anything 
accurate at all. Of course, a certain amount of our 
borrowing is for loans to municipalities and loans to 
private sectors, the Fishermen's Loan Board, the 
Farmers Loan Board and Industrial Estates Board, We 
would regard that as self-+liquidating. By far the 
bulk of the balance would be for highway purposes, 

COMMISSIONER BROWN: Power Commission? 

HON. MR. STANFIELD: Power Commission, yes -- 
sometiiing over $40 million to the Power Commisgion. 
These are all subtracted from the gross debt and to 
calculate the net debt of the province by our independent 
auditors, Then, there is approximately $170 million 


that we consider the net provincial debt. That is the 
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gross ‘debt bess ‘the setfoariquidating loans to the 
Power Commis¢ion and to munticipalitiee and to industry. 
Of the $170 million all I would say at the moment would 
be that the great bulk of it would be money spent over 
the years for highway purposes. ‘I think’ we would have 
to make gone calculation to determine -juet how muah 
that would amount to but it would be for highwaysvand 
thé vrest of citiwould be for ‘Inetitutlonal opurpoges *like 
vVeacKere' collegee, and government hospitals and that 
sort of thine! ISBubNade t.46f Moha t!e$.170 wat ion ene tedebt 
would be in connection with highways, 

Agel think !L indicated eanliter eI tend to 
feel that’ if properly ‘expended ‘highway ‘expend tures 
are self-liquidating over a period of time in the daiage 
that they are at least revenue producing, that age we 
improve our highway the car utilization increases and 
Our revenues from gagoline tax and various motor vehicle 
yiheereeds inicreades ‘ete; 

COMMISSIONER BROWN: Probably the biggest 
impetus is in opening new areas and that sort of thing? 

HON. MR, STANFIELD: Yes, and make it poggible 
for the roads to carry the traffic in a more satisfactory 
way. 

COMMISSIONER LEMAN: To go back a minute to 
municipal finaneing, would you regard it as a possibility 
that the munictpal loan fund could act ag a type of 
agency that would help municipalities in the firgt place 
to finance? Ags you say, some of them have difficulty 
placing debentures on the market. Do you think the 


Municipal Loans Fund could take portions of this and then 
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roll them over into the market? 

HON. MR. STANFIELD: Ag our own obligations 
Or a€ municipal obligations? 

COMMISSIONER LEMAN: As municipal obligations. 

HON. MR. STANFIELD: Oh, Mr. Commissioner. 
GO, eomesextent., +We have,not done, that...IT.am,rnotusure 
in what way it ee eee four wevtosarolinahensovexs 
than for the muncipalities to sell them in..the. first 
instance. 

COMMISSIONER LEMAN: Well, would they be 
guaranteed. debentures? 

HON.; MR. STANFIELD: Well, in éffect. they are 
a provincial debenture. As a matter of fact we have 
not been guaranteeing any munétdipal debentures, not 
within my time here, We either make them a loan from 
some fund of our own or they go to the market. 

COMMISSIONER LEMAN: Well, in paragraph 30 
you mention that it has $64 million available? 

HON, MR. STANFIELD: Yes. 

COMMISSIONER LEMAN: I can imagine that 
$63 million could be absorbed fairly quickly and then 
what would the province do.-- raige the amount or try 
to regenerate by trying to let some of those borrowings 
into the market somehow and then start all over again? 

HON. MR. STANFIELD: I think it is fair to 
say that the fund is quite strictly administered by 
the Department.-. It.is.uged where the municipality 
itself cannot use the market. for. the time being... All 
I can say is that we have not so far at least provided 


direct loan capital to municipalities on a large scale. 
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We’ herve “done ‘It toSthe extent of -thege™funde and we 
have vot“suaranteed “thei Viesuer: 

COMMISSIONER LEMAN: Is this fund loaned 
up now or not completely? 

HON. MR. STANFIELD: Fairly well, pretty 
well uged up to the maximum. Ag a matter of government 
poltcy we-would *not“hesitate "to Increage the sizeof 
that Fund “by a “few ‘millton“doltare if -'t ‘appeared to 
be ‘necessary ‘to meet something essential but we would 
not want to get into the position of becoming generally 
responsible for providing the loan capital required 
by municipalities. We would be reluctant to establish 
Ourselves af an authority to whom the municipality comes 
for money and to have ourgelveg rather than the market 
generally regulate what they can borrow. 

COMMISSIONER LEMAN: Well, ig the reason for 
that the fact that you think that would press your 
credit too much because presumably the province can 
borrow somewhat more advantageously than the individual 
municipalities egpecially if you do not guarantee? 

HON. MR. STANFIELD: One reason for that 
would be the fact that we would have to establish ourselves 
as the judge as to whetheroor not the municipality » 
should raise money for a particular project. We do 
that now in the Department of Municipal Affairs to 
the extent that the Minister of Municipal Affairs hag 
to decide whether or not a municipality may borrow and, 
if so, how much but under ourexisting situation the 
municipality knows that if it becomes imprudent it will 


get itself into the position where it will not be able 
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to borrow money and we would be reluctant to get the 
provincilalgovernment into the position where it is up 
to us to provide! the ‘moneyto theimunicipality and 
where the municipality would feel that it does not have 
to behave prudently any'longer, it its no. longer’ @oancerne 
with ite reputation for its prudence or its credit 
rating because it can’ go to: the ‘Government of Nova 
Scotia and obtain the money that is required. We would 
not want to be put in that position and we do not think 
that would be a good position for the provincial 
government and we do not think it would be a good positidn 
for a municipality over a period of time. 
COMMISSIONER LEMAN: The discipline of market. 
HON. MR. STANFIELD: I think we have tried 
to emphasize that in our submission. The discipline 
ofthe market, in*our view, tis :important: “We “do ‘not 
push that to the full extent because we recognize that 
not only are there certain long-term projects like 
sewer commitments which could quite easily be financed 
Over a 40-year period and yet could not beéafinanced 
by the municipality over a 40-year period. We realize 
that is one type of question, We recognize there are 
municipalities which are having difficulties supplying 
necessary facilities tarough no fault of their own 
and that fund is used tolagsist them. | But Iethink«I 
can speak for the government in saying we would be 
reluctant to assume too much discipline of the market 
theregard to munie Lpal financing. 
COMMISSIONER AGEBSON: Coming back to the question 


referred to this morning in regarg to long-term considerat ior 
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when the municipalities borrow how does the pattern 
of the market work? 

HON. MR. STANFIELD: Well, Mr. Chief Justice, 
I asked Mr. Harrington, the Commigsioner of Finance 
With.the ,.De partment of ,.Municipal Affairs, to come 
here, ..The Minister and the Deputy .Mintster unfortunatel 
are away although I think Mr. Harrington can provide 
any infoumanLonothet, .ig,vequired,..Perhaps.if I might 
aek ohimsif it has.vour, permission .to.deal with the 
Guagtion of .detatisa.velating to .the Department of, 
Municipal Affairs in connection with approving or not 
approving.municipal applicatione for permission to borro 
noney, Exom.the ,manket.. .Mr.Chorietie.j8 also. hene, 
He igs of the Department of Municipal Affairs and hag 
dealt..fox,the Department in connection with thegee 
1eeued.s-eeeGhuistia,. Mu, Gloson,. syvinterested in 
knowing ,whether .national,flecal and-monetary .policies 
have, any,effect .on.munieipal bornowing .or .have any, 
effeet~on.the »decision.of .the Department .with.respect 
LOn.municipal .berrowing. I think he jis interested in 
whether, neetriected markets or higher .interest..rates 
affect.the attitude of.the-Department,.or -the attitude 
of .the .nunicipaliities.«...Pexhaps,.J.ghould not presume 
to interpret «Mu..GLbsonds,.questions 

COMMISSIONER, GIBSON: That is quite correct, 
fir, --,or vieeaverga, 

MR... CHRIS TIE:...Well,,.the, interest rate.on 
the national market -- well, I believe ours are a bit 
lower than. other places.in Canada, 


HON. GSPANFIELD: I think what Mr. Gibson would 
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like to know ig whether the Minister of Municipal 
Affairs ‘would be more apt to refuse a municipality 
permigsion' to borrow-because intereet rates are higher 
than if they were low ‘or ‘does the-Minister simply 
say:"Well, if it ig a legitimate purpose you want to 
borrow money for go ahead and borrow it", or does he 
go further han that? 

MR. CHRISTIE: Well, the municipalities are 
not refused.» Sometimes they are obliged ‘to watt until 
acdifiverentpt'ime. orltiligspwpove the pprovince; ofncourse, 
if they feel -- if certain times are bad they might be 
asked to wait. We cannot assure them whether their 
interest rates will go up or down. If their demand 
comes they will probably go on the market when the 
rates are! hieh’ 

COMMISSIONER GIBSON: But is it your impreggio 
that municipalities cut back their capital spending 
plans when money ig expensive or defer capital expenditure 
plans at these times or is it the kind of opération that 
goes ahead anyhow? 

MR. CHRISTIE: They do- cut back to a very 
small degree. If they have something they feel they 
need to go ahead with they will go ahead. 

COMMISSIONER GIBSON: How about the pattern 
if interest rates are high? 

MR. CHRISTIE: I think they would defer it 
for perhaps a year, I do not think they put an awful 
lot together. 

COMMISSIONER GIBSON: You do not feel there 


ig too much resistence from the taxpayer in the 
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mumbePpality because of the higher debt servicing 
charged? 

MRE CHRISTI: No, tBbado inotithinksgo, 

COMMISSIONER BROWN: Well, does the Department 
ever -inetruct ithemsto«defer because jof:high interest 
rates? 

MR ew ICHRISTIE s prNovatheprde mot tinetruet them, 
They might try ctio Iperaguadenthems: 

THE CHAIRMAN: Well, does the Department 
actually approve or digapprove of particular municipal 
projects béecauseofithe fimanetlal situat toniof »the 
muntelpality? whbees cthe Minister;have that» sort.ef 
power in Nova Scotia? 

MR. CHRISTIE: He has that power, yes gir. 

THE CHAIRMAN: And do all of these municipal 
borrowings have to be approved by the Minister? 

MReiGHRISTIn« 2Phatile rvightwiging 

THE CHAIRMAN: And I suppose the Minister 
in deciding whether a certain issue should be approved 
or not looks at the total financial position of the 
municipality, the outstanding debt, the interest paid 
on that outstanding debt, the various projects that 
are under consideration for the future and the likely 
further monies that will have to be raised ang the 
cost of the monies for the present project that ig put 
before him for approval and then decides how that 
miaht iatifectsthewhaxgratepandhafpatnelooking at the 
whole position, he thinks it will cost more money than 
the municipality can reagonably meet he refuses to 


approve, Is that more or less the way he exercises hig 
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power? 

Mit Christies *That le right. 

THER’ CHAIRMAN: So that if there was an 
increase in’ ‘interest "rate which? added” @omething to 
the’ cost'of the’ -propoged project and it’ put’ thel’'cost 
of it over and above what he ordinarily would approve, 
it might result in disapproval for the time being? 

Mt. Viktor: Thats Tight) ear, 

HON. MR. STANFIELD: He certainly hag the 
authority. 

THE CHAIRMAN: He has the authority and he 
looks at the whole cost and I suppose it does not 
matter to him whether part of the cogt ig interest or 
Something elee. “Liv tne whole oost: Le toe much tine pte 
view under all the circumstances then he refuges and 
it may be that it is the increase of interest was which 
is in some cagege at any rate the getermining factor 
for the time being at any rate? 

HON. MR. STANFIELD: I think generally gpeaking, 
I think Mr. Christie would agree, that the Minister relies 
more on the process of persuasion and the discipline 
of the market. I:think generally speaking that is true 
but there would be times when he would refuse authority 
but he would rely more, I think, on™ pésuas ion and 
warning and ultimately I think on the aan ea pein of the 
market and the fear as to what the reception to the 
municipal issue would be by the market. 

THE CHAIRMAN: Yes, and if the interest rate 
ig unusually high -- and most of these debentures, I 


suppose, run for 20 years? 
bi 
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1 HON. MR, STANFIELD: A lot of our debentures 
2 run from one to 15 years. 
3 MR. CHRISTIE: One to 20 years. 
4 THE CHAIRMAN: So that it woulda add quite a 
) bit Bo. the local cost .if the interest rates were high 
6 


and he might persuade them to postpone until the interest 


7 rate, may, ofakl ¢ seThat she the general way this problem 


8 is faced, ig it not? 
9 HON. MR. STANFIELD: Yes. 
10 COMMISSIONER LEMAN: Is the money raised 


11 by municipalities in general -- there may be exceptions - 
12 but is it generally raised in the Nova Scotia market 

13 Or does it go out to the Nova Scotia market, most of 

14 it? 

15 MR. CHRISTIE: To a great extent it ig raiged 
16|| by the brokers here. Weaare not always sure where it 

17 lity Ode | 

18 HON. MR, STANFIELD: I think it ig aay in 

19]| Nova Scot but I think over the years (Mr, MacKeen is 

20) @n expert in this field) but if I may say so I think 

1 the municipalities in Nova Scotia have hada preferred 

22|| market. Under our Trustee Act ag it wag for many years 
93 they had a preference over other municipal issues in 

94] Other parts of Canada ang I think generally gpeaking 

25 the rates which the municipalities in parts of Nova seotia 
6 paid for very many years wage not attract ive to borrowers 
07 outside the province, Mr. MacKeen can tell-you more 


28 about that, 


29 COMMISSIONER MacKEEN: JI think you ‘are ‘correct , 
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COMMISSIONER LEMAN: If the province had 
gome need -- Mr. Premier, you said you did not want 
to make too much of this but you did indicate that 
there’ could be? fomecdmprovement in the way of timing 
so far as the provincial way of hitting the national 
capital market was concerned. Te this one of the, 
functions of the Department of Municipal Affairs here 
in Nova’ Scotia, to provide this service of timing? 

HON. MR. STANFIELD: That would be a very 
important: part of their function, Mr. Christie,» for 
the Department to arrange the timing of municipal issues 
in Nova Scotia and tell them when they could go to 
the market and when they should not go. 

MR. CHRISTIE: That is why we have been able 
to get such favourable rates for them. We do not allow 
them to go in a whole bunch of them in one month. 

For the past several years we have had not more than 
one iggue a week, 

COMMISSIONER LEMAN: Does that involve you 
Sometimes in conflict of priorities? 

MR. CHRISTIE: Oh, we all get togéther very 
well. 

COMMISSIONER MacKEEN: Well, you would wait 
for the interest in the one issue to digest before the 
next one came along? 

MR. CHRISTIE: Yes, we have them scheduled 
practically up to the end of the year, | 

COMMISSIONER LEMAN: The sort of thing I have 
been thinking about is that interest rates do tehange 


from time to time and sometimes if you induce someone 
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to cOcthie my wersuad lon. to,wahbt: fouror, five months 
in..a good, many, cases you might, find, that. they, would be 
in, less advantageous. market..than, they would have been 
in. the ¢pring,om wiles, wersaz 

MR .,.CHRIS TIE +... Weal... they. can withdraw, it 
Li, they, want..to. . ney ave not,.fonced,to take. that. 

COMMISSIONER. BROWN: If your internal market 
has..been.a good .one, for municipal issues it would seem 
on the face of it that. you. have an untapped market outside 
the province, although .€2t.€@, slightly, higher rate... would 
you agree with that? 

MR. CHRISTIE: I think;bhat .is, tuue.,, ves. the 
matter of getting known in the other provinces. 

HON JIMATUSTANPIELD: I think probably the 
only municipal igsue that has,,been ,gold,.outs ide .the 
province would be City of. Halifax, the City of Dartmouth 
and the municipality of Halifax and Sydney. 

COMMISS IONE}, BROWN : The better known 
municipalities? | | 

MR, CHRISTIE: The Nova Scotia market could 
not,.absorb all, .types of .igsue all..the time. 

COMMISSIONER BROWN: In your brief in paragraph 
42 you discuss the pooling of municipal borrowings, 
presumably on a federal basis.. Now, if this is a good 
way of doing it why has it not been tried provincially? 

HON. MR. STANFIELD: I think in paragraph 42 
we were referring to’ppoling’ of municipal borrowing 
within the province, We. haa in onind . Lpthink. that 
lumping the municipalities together,some types of 


common issue, our feeling wags that would not be 
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desirable vin’ that it would ‘penabize ‘the suntite with 

the “better grade rating and give -an advantage to 
municipalities *withapoor*graded rating. 

wourefurtheryquesat lon; <My .oCommisgioner, as 

to why this would not be of ‘benefit to the provinces -- 
@ovL underetandrto’be atking why it would not be 
advantageous to the province to be treated by some 
central authority in the same manner that we treat ‘the 
municipalities in Nova Scotia? 

COMMISSIONER BROWN: Well, I was wondering 
why rthis ‘was cbrought vupeatrabl: 

HON. MR. STANFIELD: Well, the suggestion 
has been made fromitime to time that there could be 
municipal pooling.’ Ags you know, some provinces look 
after all the municipal borrowing by guaranteeing some 
sort of provincial corporation designed to raise money 
for the municipalities. We have not favoured hee 
approach so far in Nova Scotia for gome ofthe reasons 
Iigavernyou earbter: 

COMMISSIONER BROWN: But at the moment you 
provide provincial government assistance through 
your Municipal Loan Fund for certain municipalities. 
Now, in that connection what is the criterion for 
providing Such agsistance and what gort of interest 
rate do you charge? 

HON. MR. STANFIELD: The criterion would be 
one of need, broadly speaking, and inability to raise 
the money themselves for reagongs over which we think 
they have no real control such ag a town, for example, 


which is in a mining area where its¢financial difficultie 
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1 

are notedue to any imprudence on ite part or anything 
é of that sort and where: itrequires facilities which 
are importamt!, guch asia echool ,mforn examplenrar That 
? wopids bes the eeneraih, type; ofr croter iony 
P COMMISSIONER, BROWN: And what sort of interest 
. rate do youoithamee ? 
7 HON. MR. STANFIELD: I think pretty much 
8 our own pluswarseenvilce ichamge ofp some fo0rtewiWe would 
9 loan the,money to them at what we could borrow it for. 
10 COMMISSIONER BROWN: In other words, they 
11 borrow at a cheaper rate than municipalities that are 
12 on their own? 
13 HON. MR. STANFIELD: Well, actually there 
14 ie not much difference in Nova Scotia between the rates 
15 at which the munéicipalities can borrow and our rate. 
16 The average rate on these serial issues by a town or 
17 city, from my experience, is) not much higher ieee oure. 
18 COMMISSIONER LEMAN: You refer to the fact 
19 that there is about $70 million outstanding now by 
20 municipalities. Have you any idea what the average 
Za yield ig on those? 
22 HON. MR. STANFIELD: Well, I can very quickly 
23 getisyou:ckhe, ylelde on gome recent igsues, 
24 MR. CHRISTIE: One went ag high ag 6.11 
25 last year. That wage extremely high -- about 5 per cent 


26 Le ihighr 


27 HON. MR. STANFIELD: Take the City of Dartmouth. 
28 Do you recall the rate on their most recent issue? 
29 MR) CHRISTIE noXNesar 5.26. 


30 HON. MR. STANFIELD: That is one to 15 years or 
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one to 207... 

MR, CHRISTIE : Twenty. 

HON. MR. STANFIELD: The City of Dartmouth 
paid 5:26 on a one to 20-year igsue. When wag that? 

MR. CHRISTIE: About two months ago. 

HON. MR. STANFIELD: The province of Nova 
seot iaceouldn't “@ormuchcbet ter (tbhanuthat ; 

COMMISSIONER LEMAN: In the following 
pavagraphertiA Se,wyou says 

"The uge of the Municipal Fund ig 

not encouraged for school purposes.” 
Was “encourage” a wild term or does it just not have 
aecesslrangt tae are? 

HON. MR. STANFIELD: -ibet? -not prohibited: 
but it is nhotMencouragedl 

COMMISSIONER LEMAN: But you geem to have a 
different approach for school purposes. A little later 
you explain that the Minister of Education acts in the 
case of school purposes, the proportion of annual debt 
charges and then a little later on you: explain that 
le because there was, algo power to give direct grants 
in addition to promising to service a part of the 
annual cost. 

HON, MR, STANFIELD: There isoa little story 
I can give you on that, Mr. Commigsgioner. I will try 
to be brief about it. We have a provincial arrangement 
in connection with education under which we ghare the 
cost with the municipality. Our provincial proportion 
varies with the fiscal need of the municipality ag 
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programme.” We share in “tne fame way construct ton 
CGzUe Ol tied, echoure up vo certain Limite. There will 
be a Limit on what we will recognize ase the cost of 
a classroom’or the cost of a gymnasium’ or something 
Vowkmat Olin 
But we do not put “up the “money “in™the*f tPst 
Instance; “in other “words, ifthe munteipality wante 
Lo bUriq a2 acnoor and “Lt "qoes ao within the Scale of 
maximum odsts we will recognige and if our share is 
(5 per cent ‘ofthe “cost “of their” school programmé’ then 
Over the’ lifetime oP the ‘debenture issue we will pay 
f Pervcent of tne *interect, 75 per cent or the’ coset 
of retiring the igsues but the province. does not put 
up tne money "La the (inet inetance. 
COMMISSIONER LEMAN: Interest and capital? 
HON. MR, STANFIELD: 10 per cént of the 
Capital, That meane “in effect that ‘when a mune EpalL Lt y 
builds a school it ig increasing the obligation of the 
province and we would like if we could do it, to 
meet those as we go. It would be destrable if we could 
to put up our share of the cost of gchoolg at least 
as we go along. But under our basis of keeping financial 
records of the province since thig school wag not an 
asset of the province of Nova Scotia when it comes to 
putting up our share of the money we cannot borrow it 
privately speaking ince it ‘is an-agset "6f° the municipality 
rather than an asset of the province and we have felt 
Ciel af Wevere wong tO put Up Unie money by and large 
we have to put it up out of our revenue and we have not 
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The school building programme hag been 
so extensive that we have not been able to provide 
ag a general matter our;share ofthese costs of the 
school building programme out of revenues. One year 
we went ag high as providing 50 per cent of our share 
but we have not been able to maintain it. Our present 
Situation is that we are not putting up our share of 
the cost of the schools at the time but in certain 
circumstances we make a loan from the Municipal Loan 
Fund to muniéipalities but they are relatively rare. 

Ag you can well imagine it is a tremendous field and 
it is not easy to draw the line. 

COMMISSIONER LEMAN: Is it the general feeling 
that this approach or self-regulator, what we call the 
discipline of the market, the approach hag to be quite 
different for echool purposes than it is for munictpal 
purposes? 

MON. MR, STANFIELD: It 1@ not.different in 
fact. It is the discipline of the market there because 
the municipality, except for these rare exceptions 
where they can borrow from the Municipal Loan Fund 
for this purpose, in effeot (they hawversto igo to the 
market for the money to build the school. It helps 
them ;pay: vhti eff. 

COMMISSIONER GIBSON: Can I return to the 
Question of the effect of changing monetary conditions 
on municipal capital gspending and ask you and Mr. Christi 
whether when interest rates are low and lots of money 
available, has this, any perceptible effect’ an persuading 


the municipalities to spend more, increase their cap Ltral 
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expenditures? Such ie have Meret or but not 
eon frequent lay. 

HON. MR. STANFIELD: They have not occurred 
Lh my; tdme, Bde 

COMMISSIONER GIBSON: Let us make it 
hypothetical. Supposing interest rates went down now 
quite substantially would there be a scaling up in 
municipal. ‘péapisal: brogrammes? 

HON. VR. STANFIELD: Mr.¢Chrigttie,s).I,think, 
is inclined to make the same aanswer toithistead a 
gave you when you asked about patent ieded borrowing 
and provincial programmes. You may recall I gaid I 
thought we went ahead with what we thought we had 
Co.d@eregardiess, pretty well of interest rates and +I 
think, Mr. Christie tends to feel that the municipalities 
and the province are in chia tc the, same «position. 

MR. CHRISTIE; Maybe the ratepayers wiabt think 
diffexentiy.. 

COMMISSIONER BROWN: I wonder if we could 
Swing over to the private sector now, Mr. Premier, 
and I wonder if you could give ug your opindon as to 
what is really needed to attract industrial investments 
tothe sprovince.. Ie ft risk ‘capital or equity or is 
it) thevava tla bviit y eo. hoa cap ktal don abotia? 

HON. MR, STANFIELD: Mr. Commissioner, I would 
just like to emphasize what I tried to say -cawbiern,», that 
I do not think the availability of either risk capital 
Or loan capital would in itself do the trick. In other 
words, simply making capital available would not in itgel P 


in my opinion, have any great effect on the economy of 
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Nova Scotia. There would have to be other measures 
adopted as well. 

COMMISSIONER BROWN: How many of these 
fall into the provincial field and how many into the 
Cendera ue? 

HON. MR. STANFIELD: Well, we like to think 
that we are doing about everything that lies within 
the previnectal Ptelidy Mrsy“Commtseiotersy* Wevare**in 
an area now where opinions will differ, age you will 
doubtless appreciate. 

¥Y wouUrTd’say*thavete would be necesrery to 
provide incentive to bring about any marked increase 
in-secondary taddetry -in* the province *- “Anything on 
& Substantial scares Vas youwoutd “be “well *awares this 
Trechneque "hae heen ‘used very “eubetant tally in = connect ton 
wrth “Northern. Eretand ;«lorvexampre, “tytne Privien 
GOvernnent “where stepe “were "Vaken *toSrequceVthe ‘settling 
tne osteo ror industry®étc. Phere ‘ls “alwaya +cthe "ques tron 
admittedly ag to how much can be done by the’ province 
and -how much by ‘fgomebody -elge’ ~In ‘Southern Ireland, 
for “examples T’enink+if “no Yone “erse Will devit* the 
fren “GOvertment woes a rears dtar “oF chs is ort "or 
Cringe ~LUsere. 

Founink-agrrarras *werare-coneerned in’ this 
part of the country it is a question of what we ourselves 
ean ‘arford*to doy WhatYobligattone we -car*atrord to take 
on’ ine conneetion with*tincent rves “ef var Tous4eor ts. 

We -have to "date ’in'thie’ provineée=gone’s6 fartas to 
make directly available loan capital. Now, we considered 


some five years ago-establighing a corporation to be 
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; financed jointly by the government of the province 
4 and the investing public which would pau Weekes the 
2 corporation would participate in equity as well as 
4 loan operations. 
5 


We made further investigation after that 
6/ gate and at that time decided that it would be more 
7 satisfactory and more workable if we would enter into 


8 the Industrial Estate field. One way of reducing equity 


9 requirements woukd be to,provide the facilities, 

10 reduce »bheiequltyanevenue,,for-sexample+if gomeone 

11 coming into Nova Scotia would simply enter into a long- 

12 term agreement with gome agency here under which the 

13 factory and certain other facilities would become 

14 avaidzable.,S0 ingtead.of .preceeding.with.the more, genera 
15 coneeption;+ofaa government ,gupervisoryxfinance, corporation 
16 participating. in-equity«industrial, capital .we.establishe 


17 anatadustrial-Estates,Board.which.is directed.by 


18 representative business. people and others; inthe ,provine 
19 under an agreement between. the, corporation. and. the 
20 government of,thes provinge,and+it+ is.authorized.to 
21 either.build+andsell,factories. or. build.and,..deage them. 
22 Thige, ¢tep; was. taken,,in, part, because of.the,relative 


23 lack of people in» this. parst,..of, the country. interested 


24 in financing these operations, privately. 

25 secondy, it.was felt:that,the, ability, to 

26 provide a-factory would be.a selling. point to,an 

27 agency assigned the. task of providing secondary industry 


ag)  onitbe province; thirdly, be@ause it was felt that 
29 the provision of the factory and in certain instances 


30 the machinery was at least a partial step to solve 
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ey 
1 
thecequbty tproblem. 
‘ Generally speaking if a firm has a factory 
and the machinery the next requirement would be working 
of course, the banks are always happy 


4 
Gapitakl ands 
thie been directed 


5 tormprovide that. 
COMMISSIONER BROWN: 


Has 
towards agsigeting particular distressed areas of the 


6 
7 
8 province? 
? HON, MR, STANFIELD: I think Mr, Manuge, 
10 the general manager of .IIndustrial Estates “le here. 
if he would come up. 


Perhaps 
The general aim has been to give a preference 


to distressed areas The Industrial Estates: Board 
has authority under legislation to give more favourable 


14 
treatment to an industry going into a distressed area, 
Pet eink ¢B iam reorrre 6 in 


15 
so-called, than otherwise, 
saying that the corporation hag got the approval of 


the government. The government is authorized under 
the legislation to authorize such special arrangements 


I think Mr, Manuge will agree that generally speaking 


industry in the province bikes a fairly central 
position in relation to Halifax and the central part 
of the province and that generally speaking special 


22 
inducements are necessary to persuade an industry to 
While he 


go into some other section of the province. 
is here he might answer any questiong I am gure. 
27 COMMISSIONER BROWN: You can possibly see 
what I am getting at. You are, suggesting that nationally 
direction. ‘What 


28 
there should be aggigstance in this 
Tam trying to get at is whether within yourpowers you 


29 
30 
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have done the game on a provincial basis and the 
follow up question is: how successful has this been? 

HON, MR. STANFIELD: Well, we recognize 
that we have in our own small way in the province the 
same problem ag the nation has, that industry prefers 
certain ‘sections for ore reason or another of a 
province; ~‘We recognize that's pecial. .inducement? ‘ane 
necessary to persuade industry to go into other gections 
of the province’. - My'own ‘impression is that our ‘suecegs 
hag “been. quite “limited. Mr. Manuge, if -youwwlll 
permit: -him; might elaborate<alittle-on his’ experience 
with the attitude of “industry with respect to trying 
to persuade it to locate in some gections of the 
province other than, say, *thile area: 

MR, MANUGE: Mr. Commissioner, Mr. Premier, 
certainly’ it™ ie a fact ‘when*we are talking “tovan 
industrialist, let us gay, in Toronto or Montreal 
or wherever the head office of the corporation Nappens 
to be who are interegeted in establishing a plant in this 
province, I would just mention on what basis this 
interest might be developed. 

FPiret ofcall;*we find ‘that industrialists care 
interested in Nova Scotia.ag'a location for a plant 
if the plant can serve a regional market now evibdaodne 
geome two million pergons. Secondly, if it should be 
@ one plant operation to serve Canada, the goods re? 
of a quality,high priced nature which would have a 
Yow fretght’ charge -In°relation to the value’} then 
Lnduetrflarisve think in ‘terms Yor “net tonal “ater rfout ion, 


Mirdly, these two*factore being the ‘bagie aTso°théey are 
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interested in export trade and Nova Scotia seems to 
ke dnoret promimentiy! im theskr: avinds! sthese days. 

When we get to the point that this definite 
inierestr ha sowbeem expressed, as Mr. Premier hae pointed 
out, becausef of rthe dacte that: the; Halebfax=Darmeauth 
and county area represents a metropolitan area 
embracing gome 225,000 persons, usually the industrialist 
wante tol kocate:\the plant chere.! ‘:\Phie: is. they pllaices they 
would like to be because not only do we have this large 
metropolitan area and the concentration of buying 
power algo but the international airport and the 
harbour wheren crédi tsi and’ iniversitvies and such like 
are important factors but when we talk to them about 
taking their plant into the lagging economy areas such 
as Springhill where the great mining disaster ‘cocdurred 
or to Pictou County where there have been setbacks in 
the coal industry or in Cape Breton, then we face 
many, many questions because obviously if they are 
catering to the regional market only then the great 
concentrat ion of population is in this area ang if they 
can Ship directly from here to, let ug say, Newfoundland 
by freight or it might be a question of trangportation 
from the Pictou County area to Halifax they say: "Why 
Should we bring the goods in and why can't we produce 
them there and move the goods out to the more thinly 
populated areas?" 

In the final analysis in order to-have plants 
move into the more lagging areas the question of the 
incentive provided by government and for which we 


must have the permission during the first five years 
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; becomes very important and Without thts incentive 
4 Fidobubt dficweeeduld get certain plante to go into, let 
2 us gay, the Pictou County estate which we have at 
+ Stealarton, or Springhill. 
5 ifn mayweaydeog Mair Premier ,wwe|hawe not 
6 


been pd oossuccesefuli yets inoencouraging, plante torgo 


into the Cape Breton area but I have dealt with the 
incentive because it is,aweontdnuingnpolicynwhichnis 
pretty well directed by the government and our Board 
OfrpDirectorsao dowonderkifel cane. theeinformation, 
My .wPrempers 

HON, MR. STANFIELD: Yes. 

COMMISSIONER BROWN: Have you been succeggful 
in any instance, have those industries been successful? 

MR. MANUGE: We have had no failure ag far 
as any specific, industry»going into) therecoal areas» ig 
eoneerneday there have: beensadjus tment problems because 
of,the owners of industry being of a particular foreign 
ethnic group, adjustments which would come normally 
in the course of a new plant being established whether 
it might be a plant from the United States or Italy 
for that matter. We have just encouraged a plant to 
go into the Pictou County estate ang in that connection 
I feel that this plant, which will manufacture envelopes, 
will be successful. In co-operation with the government, 
the Department of Trade and Industry, we have conducted 
market Surveys and there is every likelihood that this 
Will be a Successful operation. The other plant on 
this Estate is from Italy and, as I have said, problems 


have come up in the natural process of adjustments and 
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are now in- evidence, but Lithink-both thege plants 
will be successful. 

HON. MR. STANFIELD: We have not had enough 
experience, Mr. Manuge, to really answer the second 
part. I thimkrht jwoukd tbenfairyrolgay while we ido 
not -believe these plants wouhd have anyagreat, difficubty 
they cannot overcome we have not had enough experience 
really to be able to gay whether plants we have induced 
to go- into these areas will have continuing difficulties 
Honestly, I do not think we can answer that question, 
It will be some years yet. As Mr.Manuge has emphasized 
we have had limited success in indiana, industry to 
go.into these areas. The Corporation hag worked hard 
at:+1t.but -the,preference «8tbliois to -gorintosthede 
other -areas,,.of. -the -province. 

COMMISSIONER LEMAN: In this field what sort 
of role would you say the federal government should 
play? 

HON. MR, STANFIELD: Within the province? 

The federal government has entered the field to thig 
extent now, that it does provide some income tax 
consideration in the form ofaccelerated depreciation 
for certain areas. We would like to see that extended. 

I think I would like to put it this way, that generally 
Speaking I would not be prepared to say that location 
within the province was a federal responsibility with, 

I would say, one considerable exception and that is 

that our coal mining areas here are such a tremendous 
problem that we look for federal aggigtance in connection 


with them but I would not .be prepared to state the 
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general proposition, equalization of trade within 
the provincents a lfederal ixresponSibilpty9 with ‘that 


great vexeeptton yot othe veoabh minting tareagythat -Tohave 
ment Loned. 


COMMISS IONER LEMAN: 


Well, “even “in remat lon 
to the coal mining areag, what gort of action would you 


see -- the encouragement by the federal government to 
create new (industuled Ato idi@place:cthose that are 
depressedsor some cformof fubsidizat‘ion to extsting 
ones? 

HON. MR. STANFIELD: 


They carél' already “in the 
way of subsidization of existing ones 


in avvery large 
way, of course, and we certainly want any help we can 
get from the government of Canada with regard to 


the location of alternative industries 


in these areas 
Our experience with coal mining areas over the years 
Te 


that they remain continuing problems 


Some people 
leave a town when the coal mining closes down but a 
lot of people do not and the’ problem does not ini'fact 
solve itself by people moving away from that town. It 
remains a chronic problem for a long time. 
COMMISSIONER BROWN: Would encouraging 


facilities for the mobility of labour be more effective 
than encouraging industry to move? 


HON. MR. STANFIELD: 


here le quite a high 
degree of mobility in any of these communities I speak 
of); 


They are prepared to commute some distance, 


They 
are used to having some distance between their homes 
and the'ir jobs, 


for instance, 


eggential-, 


It is desirable, 


if not 
to have the industry’ in that town. 


They are 
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prepared to go back and forth some distance daily 

for employment )* Tink CLPoie fair To-say+tt -is 
either necessary to develop gome industry in those 
areas where you have chronic unemployment and all that 
essen ‘wiroh “by fora ‘Pong "tiine : 

COMMISSIONER BROWN: You cannot move people 
completely out to another area? 

HON. MR, STANFIELD:. They do not want to 
move, “That -le their -home'-and expe riiatie’ has been that 
they do not. “Some do, of course, but experience hag 
been that thoge communities remain communities at 
least for many years. That ig where they have their 
home’e “and ‘the ir-fr tend ‘and a@pparent ly “they “are not 
prepared’ to move “away. “That ‘hae ‘certainty “been the 
expe rence”. 

COMMISSIONER BROWN: Has public subsidization 
or ‘euch moves “been “tried “or discussed? 

HON. MR, STANFIELD: It was ‘suggested; I<think, 
Dy ware wot ter Gordon UL MmOnOdy law tamen Lo Win) a 
say tnat Wrihour further comment in title forum, 

COMMISSIONER BROWN: And at this date. 

COMMISSIONER MACKINTOSH: Have you had full 
co-operation from the Industrial Development Bank in 
dealing with -thege -probleme ‘or ‘are'’-there ways in! which 
you think it could be more useful? 

HON. MR. STANFIELD: My impression V’re that 
the Industrial Development Bank has become very active 
in this region within the la&t five years, or three 
or four years, yee, and they have unquestionably taken 


overa “good “deal’of the work’ that ‘our own Industrtal 
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Loan Board used to do. 


2 I think they are being quite helpful. I think 
3 véhe-. principal -concern‘in this field would be with 

4 whatever limitations there Loteht be on ‘thes izé tof Sany 

5 loan they may feel they were able to make in a particular 
6| instance. I think they are active to somelextent, 

7 however, 

8 COMMISSIONER MACKINTOSH: In other places 

9 we got opposing views, some who said they ought to lend 
10/ much larger amounts at more favourable terms, they 


11 ought to take equity pogitions. Others said they are 


12 now more aggressive, they are competing with legitimate 
13 private enterprise and customers are paying off loans 
14 to companies to take a loan from the Industrial 


15 Development Bank. 
16 HON, MR... STANFIELD: \oL ‘think if they are 


17 active they probably are competing with private enter- 


18 prise to Some extent but we would not be prepared to 
19 criticize them on that ground ourselves. 
20 COMMISSIONER BROWN: The fact that the 


1 advances by your Industrial Loan Board have fallen off 
22 would indicate a lessening in demand for capital by 

23 Small businesses, 

24 HON. MR. STANFIELD: Oh no, the Industrial 
25 Development Bank has taken that up. In fact, the 

96|| activities of our Loan “Bost tid ve fallen off que to 

27 the increased activity of the Industrial Development 
Bank, 

29 COMMISSIONER BROWN: I am sorry, the use of 


30 the word "lessening" was unfortunate. Let ug put it 


te Et Ht To the RE A Ob oF bean br sed msol 


Hotdt I). futqled ovine anted ons Yond Med tieh +n aay 


ditw ed» blyew, blelt atdd maf niseomo9, Legions tq eds. 
‘ys ‘to,esles edji,.co,sd ddgim, exredt anotisiimi£ xevetsdw 
sfiuotixrsg s nai sxsm of} slds srow yoods [est ysm yvedi-nasol 


Soret Pacccin ea evitos ems (ods: Natgdys «. sonastsal 


esoslq redto al. sHEOTMELAOAM HAUOTealMMOo 
byel, ot tdauo yedntibies.odw.smos .aweiv anisogqgo tog.ew 
yods ,amres oldsrvovst sexom ts siquoms: xsarsf doum 
ers: yedt: bi ss-,arxedgoO -anotttsog vitups sxast.ot tdgyo 


stamitisgel dAjiweanitdeqmoo s%8 yods .eviseerges, stem.won 


a 

eqsolotto, aniysq, sts. s2emotvavo. bis e2luquisine.staviug 
fsinjaupal,. edi.moxrl msol 6.918307 selasqmos,of 
-N08a@ Iosmqoloved 

| ers yodt tt Mofdt I s:@2STaMaArTe .AM..uOH 
-«ysatne stsvixg ditw. gaiteqmes sis yldsdorg, yeds sevitos 
ot bexsqerg.sd.jon,pluow. swatud. Insixea,emog oF ealitq 
,2eviostso payors tect xo med} estotiizo 

ent. teds, 9sts ede : WOH AAVOT celMMOo 
tto nellst evsd bis0ed nsod [sitdauonl wwoy yd ssonsvbs 
yd. [stiqso.191 basmeb, ai .gaigessael s sisolpal blyow 
| seid {fsme 

“Sen Letuvtaubal edt, ,om. dod > GISTRMATS ~AM .UOH 
edt ,tost al .qu ded3 melst asd Ans&, Inomgolsvsd 
ot oub.tte. nelist ov si %SO miso tuo, to geitivitos 
tnemgoleved.{[sinjisubol edi to ytivitos bsassront oft 
was 

Jo eay edd .yrtos ms IL, :WWOAG ASMOI CSIMMOD., 


ti duq.eu tol .etsnudxotay 3s8w "gntaseeel" prow. odd 


td 


Pee 2! ss i head ee > a odd - os | cat ge y ee fs i ee r 


ro, reveword 


Nethercut & Young - 222 he = 


Terento, Ontaric 


this way: There ig not an unsatisfied demand for 
such loans because presumably if there were you would 
be filling iit. to the ‘same degree that: you were:before? 

HONwolite GPANFIELD: Yee, I think that is 
right. I ditd] nok .méaanNidisugcest that there are not 
people or groups .in Nova Scotia who feel they are 
denied credit, that they should shave -other ‘than the 
banks or some government, institution but I do say 
that the Industrial Development Bankaand the Industrial 
hoan Board are active in the field of long-term loans 
and that the Industrial Estates people are anxious 
to. be of assistance to any enterprise that they think 
may go. I think we will all agree it doege not do 
anybody any good to help something that doeg not look 
to have a very good chance of success. 

THE CHAIRMAN: You mentioned in your brief, 
Me .nPremier ~. the Securities rConmigsiton. On a number 
of occasions we have had the suggestion’ made that it 
would be desirable to have something gimilar to the 
S.E,.C. for the whole of Canada rather than confine the 
ee curhiy, regulations to provincial organizations such 
securities commissions. ‘Have you ever given that 
problem any consideration at all here? 

HON. MR. STANFIELD: I do not think we have 
any particular views, Mr. Chief Justice, there. We 
have not had any such difficulty in this fielg-that 
has led us to feel that there should be any federal 
agency). We hit jthe odd case, As a matterrof fact 
I-think there is more a sense of grievance in the 


province perhaps in connection with charges for second 


+s. 
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mortgagee and that sort of thing which we sometimes 
run ieto. 

THE CHAIRMAN: That would not come under your 
securities Commission. 

HON. MR. STANFIELD: Oh no. 

THE CHATRMAN:. Well, do you find that the 
variety of regulationg in the. various provinces have 
any adverse effect on, operations here ..at all? 

HON. MR. STANFIELD: We are not aware of that. 

COMMISSIONER GIBSON: I have one more question 
Mr. Chairman. In talking about the development of 
industry ete., I got the impression that everything 
that is done..is.thnoughsthe-provigion. of loans.to 
bug inesged .of -one. kind .on another, or facilitiessof 
capital estates. Is this the problem; in other worde 
lg.there,a problem of risk,capital here apart from 
being able to borrow the money? 

HON. MR, STANFIELD: I think Mr. Brown asked 
the same question. ,.I certainly would not Suggest that 
thene Le. noncallafeoruniskacapital: I.do not know 
off-hand how, substantial a difficulty that creates. 

I do say that. we have attempted within the. province 

Co .redyuce.that, difticulty by.use iae.the dadietr halves tate 
technique. I.think where it goes far enough,it does 
tend to reduce the problem of equity. 

COMMISSIONER GIBSON: I am. not suggesting 
yQu.Should do it because.it_is.obviously.a very diffieult 
problem. I am just wondering what your general thinking 
Ls... 


HON. MR. STANFIELD:.. Well, we feel -- I think 
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the sea re’ -our*views"S-* that Vir “there are- ine tttut tone 
at present which are prepared to provide the facilities 
and if the banks are prepared in proper circumgstances 
vo-provide-the working -capttalS'a goog deal of it, 

that the equity requirements become relatively modest. 

We have always insisted on a substantial 
private participation. -If somebody: comes ‘to us’ for 
a loan, of course, under the Industrial Loan Board 
there was a-matehing of private participation. Under 
the Industrial Estates although there ig no hard and 
fast law°it ie asgumed that there has to be gome 
PFivare “partie feat ton: 

COMMISSIONER MacKEEN: Is there perhaps 
a gap though between where Industrial Estates will grow 
plus the banks where the man hag an idea and ig not 
getting °money to carry “it' through? 

HON, MR. STANFIELD: There may very well be. 

ITiwon't suggest for a moment that we think we have golved 
the financing aspect of industry in the province and 
there may very well be instances. 

COMMISSIONER HARROLD: Mr. Premier, in 
connection with the ag#teultural section in this brief 
you have two suggestions, One ig an increase ag far 
as the Farm Improvement Loan Act ig concerned from 
$7,500 to $10,000. The other is the pooling of two 
agencies;your Land Settlement Board and the Farm 
Credit Corporation, Have you any more detailed Suggeetions 
ag to how these two could be pooled? 

HON. MR. STANFIELD: I do not think we have, 


We had a Royal Commission to which reference ig made 
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in the submission and the Commission urged that the 
two should get together. I understand there have been 
digcussions with the federal people about this-but it 
has not been possible to make any progress, 

COMMISSIONER HARROLD: It is mentioned here 
in terms of a single agency. Would this take in the 
banks too as far as loaning the farmers are concerned? 

HON. MR. STANFIELD: A. single line of credit? 

COMMISSIONER HARROLD: Yes. 

HON. MR. STANFIELD: I presume it would have 
to if that were worked out. We recognize that that 
ls a very difficult thing to do but we have in mind 
thatvuat( pre@ent it is fairly complex. The farmer 
has to find outiwhether heuils going: tovgo ito. the! Nova 
Scotia Land Settlement Board or he is going to go to 
Chel federal apereqor poihgo to igo! to therbanhk .crar 
in any sense it 18 poseiprée this could be simplified 
in some manner it would be advantageous. We do not 
pretend’ it. is-anbeasy thing tot dog 

COMMISSIONER HARROLD: You would not go any 
farther than this, the general suggestion that this 
might be preferable? 

HON. MR. STANFIELD: It would be desirable 
if it could be worked out. Now, the Royal Commiggsion 
on Rural Crédit in 1957 decided that we should open 
negotiations with the Government of Canada for the 
establishment of a board to serve as the gole government 
agency for Supplying long-term credit to farmerg in 
Nova Scotia, The majority of the memberg of the board 


be appointed by the Provincial Government, that funds 


rs 


ae ) geed-evsd sxedt. basteisbay I rotdegot tog bluoda ows 
ti Jud. atdd tuods,elqosq Isxebet edt diiw anolsavogtp 
BS ; | »Ba9%go1q YAS esNsm ot oldiasog msed, Jon asd 
ay, ei1ed bemotinem af JL s:@IOHAAN AAMOLealMMod 


oat, al.etes,,aidd binoW .sqponers. slagig. S.go emres al 


ctipexo to enti elaata A :GIS0WaATe . AM. .MOH 

.898Y :@IOAHAAH Ha“OlaalMMoo 

eved pivow af emusexq I sQiedlauATa .AM .WOH 
tedi.dsdd.osingoosey eW liso bodtow, stew, TSdi) Tf,9F 
boim atl oved.sw Jud ob oF snidid tine! Tilb-yi1sv,6; al 
romist sd xolqmooi“eiel. ot tictmagerq te Isag 
» BvoUy edt. at n,ogvot. sales ah ee cod odw- typo. bot t+og. 28d 
ot.Q%- OF, gaiog. alo. no used, tnsmebsti 06. basd,si toog 
tl .Nnsd ond otsog oF pentOg., 10 Yoneas.fsxSbhen, edd 
peltitqmia, od. bluoo eiddastetdaog Sty Tiesnes yas al 
jon ob OW .8No9RgS8tHBVOS Sd Hilvow Ti  TeNnABM. oMOsenf 
Obey et BAtnis vases ns Bf; Td abrstexg 

yas og ton bluow voY »:@IOHAHAH ASMOI calMMOO 
etdt: tesdt nottsoanns istenss Sit .aidni@asdd redvist 
feldsreterq. ed tidgdm 

pea wenbenieed biuow JL »sQDSLeSMATa .AM .VOH 
dolfsaginmod,{syoH edt wot » TNO bowrow en bdw@outs TZ 
neqo hluods ew tsdt pebloeb Yeel al tipsrd IsiwA no 


edit. xolt sbsnsd to.jmoemaxevop sat diiw sqoljsitogen 


al aremyst of tiberto miet-anol aniyiqqua 102 yonesgs 


busod odd. to axedmom- odd to yityotsm edT .sitooa svou 


~ 5 2. sf : : Pig, 
Rae Ce Sale) ee ee we oe oP be oP, et ee 3A, 


SHSsnweonoo STS Bremist edd eoninsol 88. 1e8t es..o07. siined 


toemnxrevog.eflog8 sdi ss ev1eR o}- bysod s to tnaomdalidsias 


abut tedd.tnemiveved Lsionivend edt yd betnioggs ed 


Nethercut &é Young ” pe ™ 

Terente, Ontaric 
be supplied by the Board by both the Federal and 
Provincial governments and that responsibility for 
losses be pro-rated between the two governments. 


4 


that lave waLriy specific .conceptiong. oit 
goes into a lot of detail but that ig the substance 
of it. I understand there have been digcussions between 
representatives of our Department of Agriealture and 
the Ottawa people in. that regard but it has not been 
possible yet to make very much progresg. That ig the 
gene rad) donde ptilion. 

THE CHAIRMAN: Thahk you very much, Mr. 
Premier, The discussion has been very interesting and 
us.e.l uly COmues 

HON. MR. STANFIELD: Thank you, Mr. Chief 
Justice, and may I just in closing emphasize again 
that while our recommendations with regard to credit 
facilities are perhaps rather limited and while we 
have emphasized that the credit arrangements in them- 
Selves will not produce any gort of a capital growth 
in the province, I would not want anyone to feel that 
we do not think that additional policies are necessary. 

The Government uns holds very strongly 
to the view that additional policies are necessary but 
weofleelothattcrediteleoonly pant. ofithe problem and credi 
in itself will not perhaps take this too far, 

THE CHAIRMAN: We shall adjourn until 2.00 
o'clock when we shall hear the brief of the Nova Scotia 


Credit Union League. 


~-- Luncheon adjournment. 
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THE CHAIRMAN: The Nova Scotia Credit 


Union League, Mr. MacMullin. 
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SUBMISSION OF THE NOVA SCOTIA CREDIT 


UNION LEAGUE 


APPEARANCES _ 
Mr, Rod MacMullin - Managing..Director 
Mr ..P.J. Mackenzie - Assistant Managing 
DL¥eCt Ox 
--- Mr. MacMullin reads summary of brief. 

THE CHAIRMAN: Thank you very much, Mr, 
MacMullin. 

Quest ions? 

COMMISSIONER HARROLD: Mr. Chairman, maybe 
fecould. start..off.this,timesc Mr., MacMullin,.you euggest 
that your credit unions in Nova Scotia are very gimilar 
to what they are and operate very gimilar to those 
in other provinces... There are gome very minor differencés. 
You have got an.Act here in Nova Scotia which is very 
Similar to the Act in other provinces. and you make 
some comment on the common bondg., I believe it ig on 
Page,,13 you, refer. to, the, fact,.that.. you have. different 
types of common bond. Do you have any views ag to the 
respective merits of an occupational versus a community 
type common bond ag to the saccegs of. the. credit. union 
Or whether they are operating in the game way or 
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MR. MacMBULLIN:©°it ‘ts difficult s Mr: 
Commntiss foner,;* ‘to “be -Speciffe. > Certainly “in general 
T“wourd'say’ that “asv-aspreference we would prerer “the 
community type dnegit ania. Sometimes it ig eagier 
Tororganilze-an-tadvuecriar Credit anton S tke rv veay.; 
becauge of the yiaerrtnar kt Le -eaty hot*cet Arhem-toce ther, 
Very vot ten “they “have 'fac‘rirt tea > pereadnne roand* things 
OF *tirie neture “that-make srt: a'tb rt.¢as tex. 6 Yeelr 
started burvin+the: Long. rurl+tr woeld “be Your “ep tnton 
that: the -conmunity type -eredit “anton -fe'sprefrera' bles 


Pas "more +*taplyverty rand swe’ think =thet it scan deta 


betuer “joo @@pectelly-inethe’ socloroscical® fiela or 
educating members and making them more responsible 
Grvizens* than’ they woulda ord inarlly “be. 

COMMISSIONER HARROLD: Going farther ag 
rar vas thecetructure of the movement re woneerned., “vou 
make some reference to the supervisory committee in 
your credit unions at page 30, I think paragraph 101, 
where you mention the fact that you also feel that 
the supervisory committee in its present form ig not 
satisfactory. There are other committees more active 
that*are doing the irpart, “fe°t here ‘wot °s ome't h fits 
you “can suggest’ tothe -e'redft “unions “v6 “change thid 
IPit -is “Wot ‘working satisfactorily “at the "present time 
or what is the reason that you make this statement? 


MR. MacMULLIN: Well, thie is something that 


we “have “wrestled ‘with gutted bit “in‘Nova Scotia. 
I don't know whether it is the game with the other 
provinces “or nots > We aire ‘net having ange *parrtéutar 


problem with our Boarde of Directors or our Credit 
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Committees. -~Aenfar ae getting theese groups to perform 
their functions.,,but,.we.do,admit,in.our.brief,that_we 
have,.gome.problem,dagettiing.the.supervisory..gommittee 
tO acl wadc.eilicilenkiy.~acest,conld especsally.,to.act 

ae .ttd.duk les.arenladd.down,inthe.Credit UpleomAct. 

There,are.sevyeral.veagons.for thig. One 
reasgon.ls.that,for.the most part._the,average,Gredit 
Union in. Nova Scotia .is,made. up of. pretty, ordinary 
people, very often with limited education and certainly 
limited experience as far as bookkeeping and. business 
management. Le concerned.with.the.result that quite 
frequently and especially in the’ small rural communities 
it le difficult to find people that have the actual 
Q@ualifieations»to do the jobe that are epecified for 
them to do’ uhdény our Credit Union Act and in the 
Credit,Union Act, ase you might have. noticed, they are 
directed «toymore worsless audit.all-the,booksek the 
Credit ,Unionyat least quarterly,,..90,that,.takine +tbhie 
Literally wit is.almogt-impogsibbe,for.them,,to:doatt. 

In some of the larger credit unions where you would 
have very competent people who are qualified to do this 
it, is, difficult,to.expect.these men;to-dorthe job:+that 
Ls,.specified for.them in the Act because of the time 
that it would demand -- a great deal of time, 

From our own experience in certain credit 
unions that have in excess of $200,000 and that do 
retain.an.independent auditor very.often it will take 
two or three weeks working 18 hours a day to do an 
audit. For people to do this in evenings would run into 


&a,congSiderable effort,, So that these are .some«of.,..the 
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problems, 
We would suggest one of several things -- 
eithe ret hats the duties of the supervisory committee 
be lessened and that certain important functions that 
they.could perform be spelled out such.as verifying 
pages books, examining loan applications, loan note 
payments and things of this nature which could be done 
by ‘the average layman without a great deal of briefing 
and another observation would be to make the supervisory 
committee a committee that would be appointed by the 
Boards of the credit unions rather than appointed by 
the membership because very often the supervisory 
committee can be sort of a popular choice when appointed 
or elected by the annual meeting and may not necessarily 
contain on the committee the best people that. should 
be available in the membership of the credit union 
Southat’ if thie were the respone lbility: of \ thee boara 
there would be less excuse for having people on the 
Supervisory committee that would be less qualified. 
COMMISSIONER HARROLD: Going on from that 
question to the question of supervision by the 
government you mention the fact that you feel that the 
smaller credit unions will probably benefit by more 
frequent government inspection. Have you taken tte 
up with the provincial government and is there any 
reason why the Credit’ Union League as such might pay 
foriparthofethee eos tS fort that oe is) thatd parte ofutte 
reason why you have not got more government inspection? 
MR. MacMULLIN: That is a good question, We 


have discussed it with the inspectors of credit unions 
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and I have discussed it with the registrar on numeroug 
occasions. We realize we are getting what we think 

ig a reasonably good inspection service right now withou 
any cost, -“We-'would™fike-toveee more Thspection, +we 
feel, than would be done by government. We would be 
prepared as a League to assist on this -- preferably 

not financially -- because we just do not have the 

money~ to’ d6o¢thile}* épend® it-on‘ inspection duties. We 
would prefer. to gpend' all the funde we have’ on education 
DUEVTE at’times-we can work°owith-the Inspector of 

credit unton® we-would certainly be happy to do this, 

There havebbeen suggestions made at different 
vanes "hate the government’ migntaelc cher crear t™untone 
Ol ctne province te shdre part or" the! costor "ine peace. 
No wernat “request haenbeericiiade but we would hope that 
we''woutd be able: to convince the -covernnent authorities 
that this would not be necessary and-not in the ’best 
Inverenrs, 

COMMISSIONER HARROLD: You do not have the 
feeling that«the Leabasaseeten Should have more 
authority possibly in their ingfpection or do you'feel 
it should be done merely by’ suggestion? 

MR. MacMULLIN:*We'do~ believe that the League 
should have more authority, All our credit unions 
at the moment are completely autonomous. Whether they 
take guidance from us ig purely a matter for them to 
decide themselves, Sometimes they’ etould take guidance 
and maybe they do not £0 that it would be an advantage 
if the League did have’'a greater dégree’ of authority 


than it has now as far as inspections are concerned. 
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If this were) the case 'then Tithink we would, beorin a 
pofition where we could assist the government ingpectors 
to a greater extertilthan weliaire at spresenty 

COMMISSIONER HARROLD: You mentioned, I 
believe on page 20, that you havei.had a@iconsiderable 
number of dharleme Canceled op Have you waeicordcok thosge 
suff@éred by some of these local people of these credit 
unionge or have there been any? 

MR. MacMULLIN: We do have a record and the 
record: shows athere@rare ino los@esr:. 

COMMISSIONER HARROLD: There are no losses? 

MR, MacMULLIN: That is right and as you 
Will notice from our brief we have liquidated a large 
number of credit unions since the first one was organize 
in Nova Scotia and ag we indicate no depoetitor has dost 
aim Deleek.. 

COMMISSIONER HARROLD: This has been brought 
about mainly by changes in the particular community 
or industry? 

MR. MacMULLIN: Yes, the vast majority have 
been cin very .emall rural communities. °o At: -one>:t ime 
when the credit union wags organized these were in 
relatively important communities but in more recent 
years they have become practically ghost communities. 
These credit: unione, I think, ‘have been closed or 
were merged with neighbouring communities. 

COMMISS IONER HARROLD: What about the future? 
Can you see the same tiring continuing to happen? 

MR. MacMULLIN: We can gee this continuing 


to some extent in quite a number of our areas. 
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COMMISSIONER HARROLD: This brings on another 
question ---..., 

MR. MacMULLIN: This does not apply just to 
credit unions; this.applies-to,many of» the other: 
institutions that these game communities have, 

COMMISSIONER HARRODD: I notice in the structure 
of your Credit Union League that this seems to be open 
to members of the credit unions as well as co-ops. 
Do.you.feel, lais.is,a,satlefactory way. of pwankingior 
do you have any confusion having co-ops as members 
opot hese, aredit. unitone? 

MR. MacMULLIN: In Nova Scotia we have 
preferred it this way. .If we were a bigger province, 
if we had more organization we would «do... it possibly 
differently, We would have organized it.like the ones 
in Saskatchewan, or Ontario. or British Columbia and 
other places. ,/Gne. of the reasone .t ,18 Vike thie. in 
Nova Scotia is that the alternative would be to set up 
a separate organization that would dealvexclusively 
tinvthe financial end of the business and this being 
the case it would be entirely too involved for ug so 
that it has been our experience and our Opinion aan 
the beginning that thig whole job should be done by 
one organization with one board of directors and be 
done just as efficiently as if we had two organizations 
with certain elements of duplication of expenses. 

As far ag co-operative organizations are 
concerned, for many, many years the co-operatives 
had the privilege under our legislation of being..able 


to obtain the various financial cary lees of the League 
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without membership;blt then some few years ago when 
the Canadian Copdperative icCredit Soctety, was organized 


it was our intention at that time to become a member 


“49 


of it and one of the requirements of this organization 
La corder to qualify as a credit society affiliated 
with the Canadian Co-operative Credit Society would 
have been to permit the co-operatives to become members 
so the Act was chahged aif recent years to admit 
co-operatives as full members but their membership 
in the League has not caused any confusion or difficulty 
to us. We have a gentleméfi's agreement when they came 
in that it was understood they were interested purely 
in the particular service of the deposit and loan 
departments and as far as the other aspects of the 
Leggue were concerned they were not particularly 
interested and therefore they ought to refrain from 
using their influence, as small as it might have been, 
to affect any of the other aspects of the League itself. 
COMMISSIONER HARROLD: I notice on page 9 
you say something about you have not enough funds 
for all your needs; yet on another page of your brief 
you suggest that some of the funds of the credit union 
itself go to the Credit Union League as a result 
of -- you use the word “unused funds" are used in 
the Credit Union League as such but there is an 
apparent contradiction and that is the credit unions 
you are describing on page 9 are some of the biggest 
and most successful. 
MR. MacMULLIN: Our arrangement in Nova 


Scotia is probably a™bit different than it is in 
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many of the other provinces of Canada. You will noticed 
in going over our submission that the big portion of 
our money in the League is out on loan by way of 
first mortgage. This was. intentional. From the 
very time when our Deposit and Loan Department was 
organized as a department of the League back in 1940 
there was a tendency at that time because of the 
terrific demand for credit unions to get into the 
mortgage loan field and the Board of the League at 
the time decided that this would be an undéstPable move 
for many reasons. Many of our credit unions were small 
rural communities, they did not have the technical 
assistance available to make sure mortgages were 
properly drawn up, they did not have safekeeping 
facilities to keep these mortgages as security etc., 
so the idea of the! e@bait unions godngithte mortgages 
was discouraged and instead the Board of the League 
advocated and éHigouraged the credit unions to invest 
funds that they would have if they had taken care of 
the short-term loan demand. of.the member with the 
League and the League in turn would then take care of 
the mortgage loans to the individual members to the 
best of their ability; in other words, we would 
take the funds from credit unions that were surplus 
and we would ration these funds in the way of mortgages 
of the credit union members throughout the province 
in, proportion,to.the,deposit:the.credit.union, placed 
with us. That is the way this has developed through 


the piece, and generally our credit. unions,are-not 
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in the mortgage field themselves, but the mortgage 
~ business is done predominantly by the League itself. 
? COMMISSIONER HARROLD: That is the distinctio 
: you make when you say they have not been able tas yet 
s to provide for all the credit unions? 
5 MR. MacMULLIN: That is right. 
: COMMISSIONER GIBSON: Some of the larger 
1 credit unions do give mortgage loans? 
? MR. MacMULLIN: Yes. 
si COMMISSTONER GIBSON: Is this a tendency 
- when a credit union is sizeable -- is there a tendency 
“5 to go for mortgage business to a degree? 
24 MR. MacMULLIN: The tendency is always 
- there, but the pressure is always there, and this 
is especially true in our parb of the country --. in 
ni Nova Scotia -- because of the tremendous inadequacy 
- of getting mortgages from the regular established 
institutions at the present time. So that, every 
. credit union, whether big or small, has this continuous 
i pressure on it for assistance to people who need 
a mortgage money which they cannot get. In the case er. 
ri the smaller credit unions, of course, it 18 a bit 
~ easier for them to say, "No, our unit is small. We 
- have so many demands for small loans"; and So on, 
a However, as a credit union gets bigger this pressure 
a increases and there is probably less of a reason 
a the credit union can give the members as to why they 
ne ghon ld NOt .COsthi®.«.50s rk0ebs more,difiieuls fonithe 
a larger credit unions not to get into the mortgage 
30 


loan to some degree. 
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COMMISSIONER GIBSON: What sort of terms 
do the mortgages run? 

MR. MacMULLIN: Well, this is varied. Let 
us say ten years ago our terms would be more generous 
from a League point of view than they would be from 
the’ average credit union: Ten years agorcouraverage 
mortgage loan would probably be for $1,000 for a 
term of 8 years. Today the average would be up 
considerably -- probably $5,000, and term would probably 
be more im Lime withvl2ito 15 years. “Butypcas far 
as many of the applicants who come to us today are 
concerned, they want as much as they can get and for 
as long ‘as they ‘can 'eet it; and this fs because’: of 
the increased cost of building homes. 

COMMISSIONER GIBSON: Do you do any 
financing of this do-it-yourself house building? [I 
gather there is a co-operative movement here doing it? 

MR. MacMULLIN: Quite a number of the. 
mortgage loans we make are made to credit union members 
who for one reason or another would not be able to 
qualify for mortgages elsewhere, with the result that 
many of these are made 60 people that spend a lot of 
their own time. 

COMMISSIONER GIBSON: And friends! time. 

MR. MacMULLIN: Yes. In effect, what 
you are probably thinking of, Mr. Commissioner, is 
the co-operative housing arrangements that we have 
in Nova Scotia. We assist in some of these by way of 
mostly the downpayment and temporary financing until 


such time as the funds come through from the Commission, 
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; but in these groups -- and probably the extension 
: ‘department brief might elaborate more on this -- 

i in ods groups they actually substitute their own 
. labour and the labour of their friends for what 


ordinarily would probably be the down-payment in many 
other cases. 


COMMISSIONER GIBSON: Do you see this 


tendency toward mortgage Teniae gradually increasing 
over the years? 

MR. MacMULLIN: Certainly, the pressure 
is increasing and I would imagine it would increase , 
yes. AS a matter of fact, ome of the projects that our 
League is seriously thinking about right now, and 
which we will be discussing in the next couple of days 
in Halifx during our convention, is the desirability 
of organizing a co-operative savings and loan 
association that will deal exclusively in mortgage 
Loans... 

COMMISSIONER GIBSON: Would this be part 
of the League organization? 

MR. MacMULLIN: We would hope it would be 
a subsidiary of the League, if possible. 

COMMISSIONER GIBSON: But, in effect, you 
have done this yourselves so as to lessen the demand 
on the members? 

MR. MacMULLIN: That is right. 

COMMISSIONER’ GIBSON: But now TI gather 

it 


some of the larger members are doing/and this would 


29 
be a separate co-operative. 
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MR. MacMULLIN: I don't think there would 
be any serious danger from the mortgage business we 
are doing, but we do recognize that mortgage loans 
are for larger amounts and for longer term, and they 
tie up a lot of money and there is naturally a very 
striking consciousness on our part of the possible 
danger of going too far on mortgages and not protecting 
our liquidity properly... So thats; day in and day out 
we have to turn down hanyeapieications for mortgage 
loans. We srelkontne if this could be done on the 
basis of a savings loan association on a co-operative 
basis that we could, by the sale of debentures to 
the public, obtain new money for investment purposes 
that would be channelled directly into mortgages, 
and this would protect the liquidity of our credit 
unions: while at the same time filling this terrible 
need that we have at the moment for mortgage money. 

COMMISSIONER GIBSON: Your unions depend 
on you to quite a degree for liggidity, don't they? 

MR. MacMULLIN: That is right. 

COMMISSIONER GIBSON: And this limits what 
you can do in the mortgage area? 

MR. MacMULLIN: That is right. 

COMMISSIONER GIBSON: What sort of material 
would your security be -- you have got about 30 per 
eent! cash! in securities: 

MR. MacMULLIN: Yes, our securities run 
from maturities within the year up to 20 years. I 
haven't got with me the exact breakdown of our 


schedule of this, but we do have something like 50 
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per cent of our total securities coming due within 
10 years. So that, we have each year a substantial 
amount» coming’ due in short-term securities, and in 
the longer terms up to 20 years a very small percentage 
of the total investment portfolio that we have. 

COMMISSIONER GIBSON: These are in the 
main. marketable securities? 

MROUOMacMULLINGS Phat-is*rhents 

COMMISSIONER GIBSON: All of them? 

MR, MacMULLIN: That is right. 

COMMISSIONER GIBSON: Do you do much trade 
in securities? 

MR. MacMULLIN: We have done very little 
in the last couple of years. As a matter of fact, 

I can only think of two trades we have had in the 
last nine to’ l2>months. 

COMMISSIONER GIBSON: So you mainly buy 
them to keep them? 

MR. MacMULLIN: Yes, that is right. There 
are exceptions: Recently we did make a switch. 
There were some good bonds came out with a good coupon, 
and we were able to makalka rrangements with a broker 
to take some of our other short-term bonds off our 
hands and we’ were able to'do this, but we-are very 
conscious when shifting of the possibility of taking 
any loss in the principal of the bonds. We would 
prefer to take the loss'on income rather than lose 
the principal. 

COMMISSIONER MacKEEN: These are all first 
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MR. MacMULLIN: . Yes. 

COMMISSIONER MackEEN: What average rate do 
you get on them? 

MR. .MacMULLIN:. .We.have,.been charging 47 
per cent for our mortgage loans which included 
the cost of loan protection insurance... Outside of 
that, it would be a rate -- it .would.be the,.equivalent 
of the rate on the market of 6-1/4 per cent. 

COMMISSIONER MacKEEN: What percentage of 
the appraised value of. the property? 

MR, MacMULLIN: Our poliecy.is.80. per cent. 

COMMISSIONER HARROLD: Are they repayable 
monthly, generally? 

MR. MacMULLIN: With very few exceptions, 
they are repayable monthly. 

COMMISSIONER GIBSON: Why do you not want 
to take a loss on.your.securities?.. Why. would, you 
prefer to take a loss on income? Many businesses 
think this way, and I. just wondered why. | 

MR. MacMULLIN: I, don't know whether there 
is anysRealgoad.reason fer.iteor not. Maybe,it.is 
the conservative nature of those of us in the Maritimes 
of being a little cautious. 

COMMISSIONER GIBSON: But if you could. improve 
your yield it. should not be particularly relevant, 
Should it -- over the same period of time? 

MR» MacMULLIN.. That.is,lrue.. Mrn..+Mackenzie 
reminds me that we do. have reserves set up for each 
particular investment that we have, and if the loss 


bsisubstantial;,ithen it could force us to show a loss 
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in the particular year in which we make the transaction, 
which is undesirable. So, we would sooner spread it, 
unless there is a very great difference between the 
yield of a new issue, or something we could trade for 
20 

COMMISSIONER HARROLD: You mentioned this 
question:of liquidity as far as the League is concerned. 
Does it have credit with the chartered banks for 
liquidity purposes? 

MR. MacMULLIN: Most of the credit unions 
borrow directly from the League, although there are 
some that borrow from the banks. 

COMMISSIONER BROWN: How about co-ops: To 
what extent do co-ops borrow from the League? 

MR. MacMULLIN: The co-operatives have not 
been borrowing a great deal from the League. Actually, 
we have a number of loans to co-operatives but the most 
of them would be loans made for production purposes, 
where we assist a co-operative by small short-term 
loans so that they in turn can provide, especially 
to their farmer members, feed for hogs, poultry and 
things of that nature, and on these loans we take a 
note from these co-operatives together with an assignmen 
of the feed credit contract with the co-operative 
established with its members. Outside of those we 
have a few loans to co-operatives of a mortgage nature 
for-‘expansion-or building “or renovatTons,, but’ the total 
amount we have outstanding in loans to co-operatives, 
as you will have noticed from our statement, is 


relatively small. 


| gn -.: " Rg ie “ : ie) 
; | notdosenend edt ‘oolas “ew aot ot nt aba kids 20 sad at 


rs* 


it bsorga ‘etiooe! pio x Lele Jefdextesbau al doew 


orld soondod ‘sonore dsorg wrev 8 et eredd ‘pasta 


sot sbexrtd blyoo sw whi Se xo ,sueet wen 6 to prety 


ay 


E ae 
ets” bono ténom oY  GIOAA A aEMOT BETMMOO lo 
penttestioS" et" Suaser ord as uel ae ystbtuptl Yonordesup ds 
i a tot avnad eae nee add ie iw ttbero eved' sr es0d 8 
‘ | | Ssse0qiug yttbiuptl ie | 
ts enoiny trbero add ‘to JeoM :MEATUMOEM AM g ; 
sts stodt davondis ssa edd mot a ee genet io 
ig . ti Mae exiied: ues mot T eae J ectd emo ice 
: of Aen ne wet WOR AEVOTCSLMMOY EF THE él 
4 > Seuaeel odd mor? wortrod ago-09 Ob ‘Snodxe tenw at 
: ioe ian devi tetehowes ont :MIIIUMosM . AM we 2 
| it EHIAS A .svased and mort Lpeb ts519 8 eionacd tiweld at 
jibes odd dud) aovidersgo-o8 ot ensof to <staark B aven sw ivr 
: eokoatg hot teurborg es abee wt wa biuow re 40 at 
| mrod- Frode f ferme i oviEvsreqo- oo 8 ‘detees QW stort lat 
iS ehtaboages ,ebivorg aso ntuo ent vend dett 02 angol 1 OS 
uy bes {eed tivod See tol best eetedmen onrest ar eAe od ie 
gs enss ow ensol 32 orfd ste) BAS sts 80 Tete t0 aaa cs 
i PARES ANS ms orks ees ielehek sovidereqo- ae) webby nike gon PAN 


ovidsttado+ oka) sie Ad tw Fostednos trbst9 beset oats 40 


we. 


9w 980d to shtetve . etodmom att Adiw pale Lawes 


eivisn egsadrom s to esevitersqo-oo ot ansol wet 6 Sven 


2 


-LIsetod ord gud .eriot tevoriet yo antbliud so mnoktensqxs tol 


nt Ae eee 
) > _ 


.2avitdsiesqo-oo og ensol nt antbnsda dio even ow TAVONS 


at | Shebniaeeeiie TNO mont beotYon 6vad crtw yoy as 


; _ LE sive ylevidslot 


. ; ey} 
teh tia, hole talk See cele Lane 


Nethercut & Young = OOS 2 


Terente, Ontaric 

COMMISSIONER HARROLD: Have you got a 
breakdown as to what proportion of yourlloans are 
used forfinancing durable goods, consumer goods? 

MR...- MacMULLIN:....l- am. sorry,..Mr. Commissioner, 
this is something that we have never done in. Nova 
Scotia, by.way, of statistics, either,in the. League, itself 
or in the government department; that is, to get 
information on the distribution of loans that are made 
by; our. eredit unions. 

COMMISSIONER HARROLD: Would you have a generajl 
idea? There is considerable loaning in this field, is 
there not, as far.as credit,.unions are; concerned? 

MR. MacMULLIN: I would say.-- and of course 
this is.purely a.personal. opinion -- that there would 
be less. credit. union financing of..durable goods, in 
Nova, Scotia than in. the. provinces to the west. I 
would think most of pope Net in.the, east..here.were 
for vocational. needs,. for consolidation.of,debt, .and 
things of this nature. Home improvements would play 
a large part, but the actual amount in durable goods, 
in.,automobile. financing, and.things of+ this nature,. I 
would suspect is much. lower than it is in other 
provinces... AS a matter of fact, even up to the present 
in many of our.credit..unions there is a very strong 
reluctance of the offices to oitéai ch ead for 
automobiles,..although. I.understand in other provinces 
this is. becoming quite a sizeable operation of the 
credit’ unions, 

COMMISSIONER LEMAN: Mr. MacMullin, you 


make the point in your suinmab&onn that you don't 
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feel you are competitors vwwith ithe other financial 
institutions, and the reason you give is that you are 
not in business for profit, and therefore don't have 
the same motivation for getting business. Yet, in 
certain other places through your brief you explain 

the lack of size in the credit unions: does hamper their 
ability to provide a complete service. Those two things 
are qa little bit: opposed to each Lets: What do you 
think are the factors of growth in the credit unions 

of Nova Scotia that would ....? 

MRie MacMULLIN::: MrssCommissioner, I think 
there are a number of factors that would be responsible 
for cthe erowthwmoRhereédit unions. First of all, 1 
think you have to recognize that Nova Scotia -- and 
probably the same is true in other parts -- in Nova 
Scotia credit unions were born out of adversity. 
Probably down in the United States and maybe in some 
of the industrial areas of Canada, the reason for the 
organization of credit unions in many cases was usuary. 
In Nova Scotia there was no such thing as usuary. 

When our credit unions got started, it was purely a 
Situation where no credit was available from any source 
for the vast majority of our peoples: -So that, credit 
umions were born to'provide in the first instance a 
source of credit, and they have done this admirably 
well. They have grown by virtue of the fact there 

has been a lot of educational work done. The credit 
unions 'develooment has been associated with the adult 
education programme of the St. Xavier University 


Extension Department. They have been successful and 
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Terento, Ontarie 
done a good job. The educational standards of our 
people have gradually been raised. More people are 
conscious of the development of credit unions. More 
social workers, more leaders in communities are consciou 
of the contribution they have made and can make, and 
all these things have been factors in the growth of 
the credit unions. 

COMMISSIONER LEMAN: Does the League itself 
do any promotional work? Does it try to get credit 
unions started in’a town where there is none? 

MR. MacMULLIN: Yes. 

COMMISSIONER LEMAN: Do they have a field 
force for doing this? 

MR, MacMULLIN: We have a field staffvosr 
three people that do practically nothing but educational 
work with credit unions. The big bulk of their time 
would be spent in educating the officers and members 
of the existing credit unions, providing continuing 
assistance and this kind of thing, with the relatively 
small portion of their time spent in organization. In 
Nova Scotia we have been approaching the’ saturation 
point in new organizations. We don't want to organize 
eredit unions just for the sake of organizing them, 
and those areas that do not have credit unions are 
areas that are not acquainted with credit unions to 
the same extent. They have to be sold, and we hgve 
to wait until the opportune time comes to go in there 
to all the areas that want credit unions and are 
interested; we sort of have to search out areas of 


new organization. In the early days this was not the 
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1 case. 
2 COMMISSIONER LEMAN: Well, at some place -- 
3 and. I do not remember the exact paragraph -- you explain 
4 that the dividends don't make too much difference, at 
5 least within reasonable limits -- they don't make 
6 too much difference to attract share ownership. I 
7 Suppose you would say the same thing in interest on 


8 deposits. etc.:..On the other:hand, if therefore it is 


9 in the realm of getting credit from somebody that is 


10 the factor of growth, you have got, to..be competitive 

11 somewhere. Which way do you see your competitive 

12 advantage going? 

13 MR «-MacMULLIN: ».WeLlL,. Tsthink iftherexis an 


14 advantage, the advantage is. two-fold. First of all, 
15 the credit unions have been established in the minds 
16 of our people and of our members as being a friendly 
17 souvee of credit and a reliable source of credit, and 
18 secondly more and more of our people are becoming 

19 conscious of the fact that among all of the lenders 
20 the credit. union is probably the least expensive -- 
21 or, one of the lesser expensive forms of. credit, and 


22 I think if you will examine rates charged by credit 


23 unions -- and our maximum rate is 12 per cent; many 
24 of our oredis unions charge less than this, especially 
25 in the rural areas -- when this is compared with 

6 chartered banks and with the finanéécedmpantes” and 

V7 with almost any Séther source of credit, this compares 


28 Dretty favourably, ¢and«it,isrfurther of -benefit in 
29 view of the fact many of our credit unions do pay 


30 Gividends and rebates on interest and practically all 
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of them carry 4°loan’protecttion ahd life ‘savings 
insurance’ for their» members which is included in 

the interest charge that they pay in the first instance, 
so that in no case do they pay more than 12 per cent 
per annum with in many cases a rebate on interest 
coming back to the members out of earnings on this. 

COMMISSIONER MacKEEN: What do you insure 
them- for’+=-the “amount -oF ‘the*+ foan? ““Es'=there’'a 
maximum? 

MR. MacMULLIN: ©All the loans that are 
insurable are insured to a maximum of $10,000 which 
is the’ highest “loan, ‘of course, that‘would-be insured, 
but this means that the balance that is outstanding 
at any particular time by a member is insured against 
death and in most cases against total and permanent 
disability. 

COMMISSIONER GIBSON: How is it that the 
growth of the credit unions in Nova Scotia has been 
Somewhat less than other parts of Canada in recent years 
We have heard from credit unions pretty well across 
the country and most of them have shown very rapid 
Sfrowth in@the Past -8"or Llovyegrs;"moré°so than in your 
organization: '* Of-coursé, “yours ‘is -older than’ most 
of “the -others. 

MN? MaCMveeyeENn's “eis: 

COMMISSTONER GIBSON: Also the average size 
of the ‘eredit-unton “in*Nova Scotia =-- and' when I/’say 
"average", I mean the sort of medium sizer-is a good 
deal smaller than most other parts of Canada. Would 


you have any comments on that? 
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MR, MacMULLIN: I can only again, Mr, 
Commissioner, give you a personal observation on this. 

I would venture to suggest that this is related very 
definitely to the general economy of thb Maritimes. 

I think if you will examine -- and no doubt you have 

or you will -- the credit union movement of New 
Brunswick or Prince Edward Island; the same thing would 
apply there, probably even more strikingly than in 
Nova Scotia. So that our credit union development, like 
the dévelopment of industry and economy generally in 
Nova Scotia, is related very definitely to our general 
economic conditions and, as all of you gentlemen are 
aware, economic conditions in Nova Scotia have not 

been on a par with the rest of Canada for many years. 

COMMISSIONER MacKEEN: Might it be that having 
started first you reached the saturation point of the 
potential a little ahead of some of the other provinces? 

MR, MacMULLIN: This would be true as far 
as organization would be concerned. It would not answer 
the other.questions about dollar growth or the membershi 
growth -- well, membership growth, probably to an 
extent. (yes; *butccertatnly not insttself; 

COMMISSIONER MacKEEN: I think it might in 
a lot of places. 

MR. MacMULLIN: But if you will analyze 
particular areas of Nova Scotia that are heavily 
industrialized and where industry has been fairly 
stable, I think you will find that the credit unions 
in those areas have been showing relatively good progres 


probably progress that would compare with other provinces 
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Terento, Ontaric 
but you have to recognize the fact that one-half of 
the total number of credit unions in Nova Scotia 
are rural community type credit unions, and these 
credit unions have been suffering from adverse 
conditions for many years. 

COMMISSIONER GIBSON: The fact the “little 
places have not been growing is true across the country; 
that must have something to do with this. It is the 
larger places that have grown. 

MR. MacMULLIN: That is right. 

COMMISSIONER LEMAN: If we can talk a little 
bit more about the competitive factor: If you want 
to be able to continue to compete favourably with 
other financial institutions in providing service to 
your members, you have to make it attractive -- these 
institutions have to attract funds. 

MR. MacMULLIN: Yes. 
COMMISSIONER LEMAN: What would you say are 
the main tools you use for this attraction of funds? 

MR. MacMULLIN: The biggest tool that we 
are uSing, and which we have used, and which we are 
stréamlining to some extent now, and which will be 
covered, I think, in the extension department's 
brief, is education. In the past our education programm 
has been of a fairly general’ nature, but we probably 
attempt to try to educate the mass of the people, 

Which is a very diffiéult thing to do in any case. 
At the moment our emphasis is on greater efforts to 
train the officers’ of credit unions =-° directors, 


committee members and so forth, to make them conscious 
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Terente, Ontaric 
of the fact they have to give better service in their 
credit unions, and we feel this would be one of the 
most important ways of developing Seebtawerene among 
our credit unions in the province. 

COMMISSIONER BROWN: I gather from that 
your emphasis at the moment is on getting more members 
into existing credit unions rather than providing more 
credit. unions? 

MR. MacMULLIN: Yes, we are placing more 
emphasis on our existing credit unions than we are on 
the new credit unions. This is not suggesting we do 
not want to organize new credit unions. 

COMMISSIONER BROWN: No. It is a matter of 
epenente 

MR. MacMULLIN: Yes. 

COMMISSIONER LEMAN: Can you see any 
Statistical correlation between the growth of certain 
credit unions and the rate of dividends paid, or the 
rate of interest paid on deposits, or the provision 
of certain services like the chequing service and that 
sort of thing? Is there any correlation? 

MR. MacMULLIN: JI would not suggest that 
there is. I. think the credit unions that are showing 
the most promise in Nova Scotia are credit unions that 
are giving service more so than a matter of dividends. 
One credit union that I can think of that by far was 
the credit union that showed more increase in the last 
couple of years than any other credit union in the 
province is not paying higher dividends, it does not 


pay any borrowers! rebate but it does provide exceptionally 
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Terente, Ontario 
good service to members and it has built over the 
years a tremendous degree of confidence in its members 
and in the general public, asia matter of fact. This 
credit union is growing very, very rapidly and other 
credit unions we have looked upon as being more 
Successful than the average have arrived at this 
Stage more from the nature of service to their members 
than on the mere fact of paying higher dividends. 

COMMISS TONER BROWN: When you are going 
after new members do you go after borrowers or 
depositors? 

MR. MacMULLIN: We go after depositors 
although we recognize that if you take in 10 new 
depositors in all,probably 5 of them will want a loan 
tomorrow, 

COMMISSTONER BROWN: My second point was 
how many people join a credit union just to get a loan? 

MR. MacMULLIN: We would suggest there are 
a fairly large number but I think I would be safe in 
suggesting that 50 per cent of the new members that 
will join a credit union today are members that 
tomorrow or in the very near future would like to borrow 
from a credit union. 

COMMISSIONER LEMAN: What about your 
chequing bepoets in this province? Is it extensive 
throughout the whole organization orynot? 

MR. MacMULLIN: “No sir, we only have six 
credit unions that operate personal chequing service. 

COMMISSIONER LEMAN: And has that some 


relation to their size too? Is it only the large ones? 
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MR. MacMULLIN: That is right, we have 
more or less as a league and as a matter of policy 
Suggested that no credit union would offer a personal 
chequing service until the credit union is on a full- 
time basis the kind of management and facilities that 
would ensure the successful operation of this so 
that.to date, there are only six credit unions that 
offer this kind of service. 

COMMISSIONER LEMAN: And do the arrangements 
with banks for clearing these cheques work out to your 
satisfaction? 

MR. MacMULLIN: Not completely but we look 
upon it in this way, that the arrangement we have was 
an arrangement that was mutually agreed upon between 
the Canadian Bankers! Association and the officers 
and representatives of the various branches of the 
credit union movement in Canada. While there are 
aspects of this we would like to see modified and 
changed, nevertheless we have entered into this in good 
faith and. we are going along with it. Of course, one 
of the other aspects of this when it was entered into 
and mutually understood between us was that the idea 
was also advanced that this committee or group, if you 
will, made up of bstecnen ie of the Canadian 
Bankers! Association and the credit union movement 
across Canada would meet periodically to review this 
and to exchange their experiences with the new arrangement. 
Unfortunately, I do not think this joint committee has 
met since the scheduling was agreed upon back in 


1953 or 1959 if I remember correctly, 
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Terente, Ontarie 

COMMISSIONER BROWN: Have these chequing 
privileges brought with them general increased 
membership or increased deposits? 

MR. MacMULLIN: It would be very difficult, 
Sir, to say yes or no to this? I would suggest, though, 
that these services have not brought a large number 
of new accounts. I would be inclined to think that 
the actual number of new accounts that the service 
has brought has’ been’ relatively sma 11 i... Tt would be 
even more difficult to determine the effect the 
service has had upon the actual growth of the credit 
union. It is.very diifticult to say but I"derknow 
that the average amount that a credit union would carry 
on deposit, which is the account that they write the 
cheques against, is relatively small but you don't know 
when you are operating a service of this kind how 
much money is going into the share account of the 
member that ordinarily would not go in there if he 
did not have this chequing service. It is very difficult 
to know exactly. 

COMMISSTONER LEMAN: Mr. MacMullin, in 
the operation of the guaranty. fund , 20 per “Cent “oF 
earnings, “is there an upper limit'on how far this 
Should have to go? 

MR. MacMULLIN: Yes, there is. There is 
a limit which is 10 per cent of the assets of the 
credit union . When it reaches the point where it is 
equal to 10 per cent of the assets of the credit union 
then the credit union does not have to add to it from 


there on until the ratio differs again. 
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COMMISSIONER LEMAN: Have any reached it 
yet? 

MR. MacMULLIN: I’ do not think so. 

COMMISSIONER LEMAN: Now, you discuss in 
paragraph 125 what happens when the demand for credit 
is higher than what the credit union can meet and then 
you explain’ what ‘all :the ‘actfons that “the credit “unton 
can then take to meet this situation. Can you find 
some correlation there between monetary policy at 
the central authority and these demands upon your 
members and member credit unions? 

MR. MacMULLIN: No, I do not think that there 
is any great sensitivity on the part of the credit 
unions as far as monetary policy would be concerned; 
in other words, what I am suggesting is that I assume 
that you have in mind the fluctuation of interest rates 
and things of this nature. This‘does not-seem to 
interfere too much with the credit union on the. local 
level. When you get to the League maybe as we become 
a little more sophisticated and more conscious of cost 
it might have some bearing on what we will do at the 
League level but certainly as far as ‘the local credit 
union is coneerned if it has a demand for money in 
excess of its own requirements and if it has the 
kind of board*ofyofficers who are conscious of the 
fact that they want to give service, they are ‘going 
to provide this service and in 90 per cent of she cases 
they do borrow from the League and even in the League 
there has been an amazing stability in the rates of 


interest that the League has charged for these loans 
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over the years. 

COMMISSIONER LEMAN: But have there been 
any periods when the League had to send out word or 
Some directive to;:;the member unions that. there was-a 
tightness, that even the League faced it and they 
would have to restrain their:ambition to give service? 

MR. MacMULLIN: No, we have never done that. 
We have, like any organization, I Suppose, at- times 
found that money was as tight or that there was a 
greater demand for it than we had but rather than 
encourage the credit unions to tighten their belts 
we have used the other attack and suggested that they 
double their efforts to increase the rate of flow of 
deposits from their members; in other ieaitiaes rather 
than to cut down service or to refuse to borrow we 
have suggested that they try to meet the members! 
demands either by borrowing or better still by going 
out to their members (and :asking the members .to increase 
their participation in the unions. 

COMMISSIONER LEMAN: Has this been 
successful? 

MR. MaeMULLIN : Tova degree, yes: 

COMMISSIONER LEMAN: Did they stay with 
the credit unions after this period: of what we might 
call an emergency? 

MR. MacMULLIN: If the credit unions were 
successful in launching a programme that would increase 
their membership, aS a general rule those reserves will 
stay with the credit union. In particular cases as 


far as the League would be concerned if we got into a 
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period of tight money -- and I am talking about tight 
money ina very general sense -- we do not attempt to 
cut back tn courcloansictocereddit unions.°°@f-there is 
to be a cutback from the League assistance it would 

be in the field of mortgage loans°and this is the 
field where we have the large bulk of our money 
invested so that we would refrain or call a moratorium 
on mortgages rather than trying to curtail the amount 
that a credit union could borrow from us. 

COMMISSIONER LEMAN: \Well, this is interestin 
because on a national: basis what you are eaprel baw oto 
us now-is that in times of credit stringency when money 
is scarce it is generally symptomatic of a situation 
where people want to spend more than they have and 
you say you want people to save more than they can 
spend. ‘If we could do that nationally that would be 
a wonderful solution. 

MRe  MacMULLIN aoekt Isuneawould*bewuriedo 
not think Nova Scotia is much different than other 
provinces in this respect. We recognize we have a 
large number of members in our credit unions that can 
Save a great dea Ism6ré® than they are and our efforts 
are always towards the idea of developing thrift so 
that these people can develop resources of their own 
in their credit: union to take care of their borrowing. 

COMMISSIONER LEMAN: But this is done through 
persuasion? 

MR. MacMULEIN: Yes. 
COMMISSIONER LEMAN: Do you think it would 


work on a national basis? 
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MB. MacMULLIN: » I think it ts worth trying. 

COMMISSIONER LEMAN: In other words, if 
the Bank of Canada could send out to the people in 
general,'This is a time to savelland-— 

MR. MacMULLIN: We have done it traditionally 
through the credit union movement. It has been the 
only actual technique that has been used from the 
beginning to build our credit union movement in matters 
of persuasion and education and I think it is safe to 
say that all of the money that we have in our credit 
union movement today came in this form because the 
average member of the credit union is certainly not 
paying money into i enact union for the return that 
hesenjoysmone £b.-" First: ofeali, forse theeaveragenman 
the return does not mean anything to him in dollars 
and, cents. 

COMMISSIONER LEMAN: You mean it is too 
small? 

MR.:MaeMULLIN: It is too small. I think 
the average member in Nova Scotia has savings of 
something like $230 odd. Even if he does have a 
dividend of 5 per cent or 6 per cent which would be 
high actually dollar and cents wise it-is very 
insignificant, it would not make much difference to 
him. If a person has several thousands of dollars 
then the difference between 3 per cent and 5 per cent 
would be significant dollar and cents wise. 

COMMISSIONER LEMAN: It is rather surprising 
that there would not be under the conditions I have 


described a tendency for withdrawal of funds from the 


pe! 
Ve e 

ea 
- ‘*) 

‘she 

- ‘ 
= i 


é ; . : 
au 


- | ; f ue — | : ve 
| .gatert cdsow ef ob send 


N ' , a < “ae 
») Sk eotow terdo mI :WAMEI AMMOT22TMMOD 


: she Py | 
evheees? eves. ‘od omit: s ates tAT" .fLexrsney 


 \yisnotdtberd tf enob eved oW | :MIIUMoSM AM. 


edt need esh IT. .daemevom notnu dibeto edd cauornt 

endo mort beau mesd aed dads eupinsoot isutos. vino 
| ereddem nt jnemevem cof tibero suo blfwd of sa tontsged 
ot etea et tio noted DT base sottsoubs bas notessexsq to 


tibet avo mt svsa° sw FeaT yeron edd to [1s Jedd yee 


ets: seysood mrot, atdd m& omso ysbosd Insmevom notav 


jon vinisives' et.notnw Thpsto odd to tedmem sgsetsvs 
tedt nxutex ent 10? odaiedatens eric ovnkl yenom saived 
Silat egeisvs edz; 10% ,fie To daxcltt .th ao evyotnersn 
ayeilobent mid ot antrtyns neem gon esob  atuter odd 
-atnoon bas 
ood at dt neem voY : MAMET SEMOTeerMMoo 
Sil sme 
os Neko] ookfamesqed et PE wkMkdauie sv vam 
; ‘to -agnivea asd atiooc svod ni xedmem sasrevs edt 
a: 99 .8 9VBdeasOb Sheth nevis .bbo OCS atl osatdtemoa 
e | 
| ed hivow dofdw Tigo TOG Qewe dmoo teq @tovhnsbivib 
te oe ebidh ea bm eorauaiiins tos Kotler mene dgid 


od sonerettib doum ovtam. dom -Bblyuow ot edrsottingtanlk 
atsllobsto. abnseveds Isnevea as aoatequs Ilo .mtd 


wneo teq oc bas verso tsq .£ néaewised ssneretith sdAdt neAdt 


.9etw adnoo bas rslflob tnsotlingtecsd blyoew 


osoitetigiwe reddar ef IT MAMA ABMOTSeIMMOD 


oven I enotdtbncs end repau ed gon. bluow sredt gedt 


edd mort ebaut io Iewarbddtw to} yonebnied s bedt o2eb — 
‘ y oy ie - iP ; 

4 ' 7 fax ao , - : ‘ 8 ‘ “~ + 4 : md vo * \ - 

- of a oe“ ‘ ; . - = 'e43 g a4. i. a oes wt 4 a : 


‘ 
al 1 


, ee. / fen ¥ ihe dy ca 
aL efqoeq erdot due basa pfvoo sbsmg0 to snsd sid 


Nethercut & Young ~~ SIGH - 


Terente, Ontaric 
creduki unborn. 

MR. MacMULLIN: There are withdrawals. We 
have fairly heavy withdrawals in some of our credit 
unions. This is. offsetsby actually two things. 

Number one is that throughout the piece and from the 
very beginning the accent was put on savings and our 
people by and large have been taught that when they 

put money in the credit union in the share account, 
which is the predominant account, that this is permanent 
saving that it would be a form of sacrilege to withdraw 
it so everything possible is done to:.discourage 
withdrawals. 

The other reason that to-an extent cuts 
down on the amount of withdrawals is the fact that 

abh these share accounts carry life insurance so that 
by withdrawing from the credit union or withdrawing 
part of your savings they automatically cut down on the 
insurance benefits for themselves and, of course, they 
are ‘reluctant to-do this. 

COMMISSIONER BROWN: One rather small point. 
When a credit union is dissolved -- and you apparently 
have dissolved quite a number -- what happens to the 
balance of the members you cannot trace? Are they 
deposited under a trust account some place? 

MR. MacMULLIN: In recent years if there 
are any funds left over after the credit union has 
been liquidated; these funds are transferred to the 
League stabilization fund and they go in there, Now, 
generally speaking, the funds that are left over, 


we can find with few exceptions the owners of these. 
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If not the direct owners we find relatives or 
information on accounts because most of these liquida- 
tions are taking place in small rural communities, 
and as you know, in these areas the people do not get 
lost too.easy. There are relatives and friends left 
in the comments tei know where they are and it is not 
too difficult to track them down but if there should 
be any funds left over these are transferred to the 
League Stabilization Fund where they may be later 
claimed by the rightful owners. 

THE CHAIRMAN: Thank you very much, Mr. 
MacMullin and Mr. Mackenzie. We have gained a very 
considerable amount of information from this discussion, 
We are very grateful to you. We shall now adjourn for 
five minutes. 
--- At this point a short recess was taken. 

THE CHAIRMAN: Father W.I. Roach for the 


St. Francis Xavier Extension Department. 
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from the St. Francis Xavier University. Father Roach. 
FATHER ROACH: Mr. Chairman and members 
of the Commission, first of all we would like to thank 
the Commission for giving the Extension Department 
this opportunity to present a brief. 

St. Francis Xavier University is deeply 
conscious of its responsibility to the general 
community of citizens as well as to the persons who 
comprise its campus. The Extension Department of 
this university embarked on a programme of adult 
education for Eastern Nova Scotia. Some members of the 
faculty decided to go out from the campus to work with 
the people in their respective communities. People 
inthe fishing, farming, and mining communities were 
deeply concerned about their economic needs. They 
were dissatisfied with their economic conditions. 
Extension Department leaders soon realized that any 
programme of adult education must deal first with the 
most pressing needs of the people. In Eastern Nova 
Scotia the appropriate field for adult education was 
found to be in the economic. 

Credit Unions constitute but A single 
subdivision of the St. Francis Xavier programme of 
economic co-operation. The need for savings and 
credit contributed to the entire economic dilemma of 
our people. Credit was not so readily available for the 
ordinary farmer, fisherman and worker as it is today. 
With considerable study, credit unions were organized 
to help meet some aspects of their economic problems. 


Credit unions as established for this area are more 
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than savings agencies and a source of “tredit. Credit 
Unions are a potential source of opportunity for people 
to particupate actively ina self-help *programme . 
Successful credit unions stimulate an intellectual 
activity among members. 

Discussions about credit and savings led 
to the establishment of institutions for these services 
and proved to be an excellent form of adult education. 
Study groups have been the major educational technique 
of the Extension Department. During periods of study, 
people were given a chance to look at the problems 
of their area and seek solutions. Credit unions 
provided also a measure of economic independence and 
permitted members to see room for group action in other 
fields. 

The very duties and responsibilities of 
credit union officers require informed leaders. Because 
these officers change frequently many people are permitte 
an opportunity for responsibility. Regular training 
programmes must be carried out for these officers. 
During the past year, for instance, some two hundred 
meetings were held in the counties of Richmond and 
Inverness for the purpose of training credit union 
officers. Twenty-two credit union organizations were 
included in this programme. Two fieldworkers from 
our Extension Department and one from the Nova Scotia 
Credit Union League led discussions involving present 
and future credit union operations. Officers were 
eiven an opportunity during this programme to study 


the Credit Union movement in relation to the operations 
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of their organization. 

The responsibilities of credit union 
officers provide a form of adult education that is not 
a mere filler for people with time on their hands. 

It is a chance for people to learn to handle their 
own financial affairs. They put thétr talents to the 
service of others. Through their wrestling with real 
problems leaders continue to be developed. 

For the general membership of credit 
unions the importance of a programme of planned 
personal savings is stressed. This emphasis ona 
spirit. of: thrift deads toxnfamily financlialesecurity 
and provides a solid basis for credit union organization|. 
Gradually programmes in the field of financial guidance 
are being developed to foster greater facility for the 
member» in handling his income. -Credit. unions illustrate 
possibilities for increasing real income by careful 
use of credit and improved buying habits. Creditvunion 
programmes of education encourage people to think 
critically about many things, to consider their real 
credit and consumer needs. 

One of the projects of credit union 
education committees is the organization of school 
eredit. unions. These are designed to give the student 
an opportunity to learn the value of small but regular 
Savings. They provide the student with an understanding 
of the basic principles of credit unions. Responsibilit 
for management and bookkeeping rests mainly with the 
Students. 
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field of adult education. There is a very apparent 
need for more capable financial management by adults. 
The results of careless habits of personal finances 
are serious. They affect the family security. ' These 
reasons compel us to introduce ideas off financial 
responsibility at the elementary and high school level. 
Improvements in credit union leadership 
are bound to be reflected in £H8 overall development 
of communities. In becoming reqasinees with their 
problems, people acquire a social-vistion.~ Credit 
Unions help develop an awareness of social and economic 
responsibilities among members. It follows naturally 
that members become diy Sees the other responsibilities 
we associate with good citizenship. 
Teaders in the credit union in each community 
are leaders also in other phases of community life. 
An example among many are the credit union leaders 
in Grand Etang and Cheticamp, two-neighbouring 
communities in North Inverness County. These are the 
Same leaders who own and operate the co-operative 
fish plants which provide the major source of employment 
for the communities. Economic conditions in these 
communities contrast markedly with the poverty existing 
even twenty years ago. Leaders responsible for 
community development are well informed on many topics. 
They are acquainted with modern techniques of fishing, 
fish processing, international monetary policies 
affecting fish markets, through to ideas of community 
planning. 


In our original submission, we have cited 
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other examples to illustrate the undeniable contributions, 
direct and indirect, of credit unions to community 
development. A credit union can be-as flexible in 
its services to the community as the needs of that 
community determine, and as sound business management 
Will permit. 

We want to thank you, Mr. Commissioner, 
for giving our Extension Department the opportunity 
to present reasons for our part in promoting credit 
unions. We regard the Credit Union Movement as an 
instrument of social reform, a means of bringing social 
justice into our economic development. It is a method 
of bringing information to people while permitting 
them a place in the control of their own social and 
economic lives. While being a group effort, credit 
union activity develops individual self-expression. : 
It is a programme of thought and action, permitting 
Ownership and scope for creative thinking. It is a 
very effective'tool in teaching people many basic 
ideas through action. 

We are accused of emphasizing the economic. 
We do not apologize for itl ‘Economic activity is not 
merely a means of enriching those engaged in it. It 
has a social and educational function of supplying 
commodities, services, and information to the community. 
Credit union organizations usually succeed in projecting 
membership vision far beyond the narrow and obvious 
advantages to a much wider concern. 

Credit unions are an essential part of the 


programme of the Antigonish Movement to help free people 
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raise their stand rae promote economic democracy, 
and in the process, develop themselves more fully as 
intelligent citizens; .cthus takingvsa»great stride 
towards being masters of their own destiny. 

THE CHAIRMAN: ° Father Roach, I found this 

a very interesting brief, I may say. It is quite 
unusual in certain respects and I would like to know 
a little more detail about your educational programme. 
My impression was from reading the brief that your 
programme was educational and it had also a social 
aspect and to some extent it was a missionary programme. 
Perhapsubhisvis*putbing lit .beoo?strongly. 

FATHER ROACH: It is lesssarmissionary 
programme cnt anything else. We work in co-operation 
with the Credit Union League. We work in co-operation 
with any other form of co-operative. Actually before 
the League was organized we did the work of setting up 
the credit unions. 

THE CHAIRMAN: You do attempt to promote 
the formation of credit unions? 

FATHER ROACH: Oh yes. 

THE CHAIRMAN: It was in that sense I used 
the word "missionary". 

“COMMISSIONER MACKINTOSH: I do not think 
the Chairman meant the proselytizing movement . 

THE CHAIRMAN: Oh no. In your educational 
programme you do this through the Extension Department. 
What sort of classes do you have? ‘Ape. they held 
at the university or are they held out on the ground? 


FATHER ROACH: It depends on what type of 
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work we are doing. Phe! treasion jPiam here ris cbecause 
my work with the Extension Department is concerned 
mainly with credit unions. We always go out to differen 
communities. I travel all over the island of Cape 
Breton'and we do not hold any meetings atthe university. 
This was started years ago and it was founde “there 
were very few people you could get to come to the 
university because of the cost or working conditions 
so we go out into the community and it is mainly through 
evening classes or meetings. 
THE CHAIRMAN: These are regular members 
of the university that do this? 
FATHER ROACH: It is a separate department. 
THE CHAIRMAN: There are permanent members 
of the staff who do this? 
FATHER ROACH: “Yes, 
THE CHAIRMAN: And they meet groups of 
people and attempt to interest them in credit unions 
in different parts of the province? 

RATHER@ROACH }eThtsrisupart oficouruwork; 
yes. 

THE CHAIRMAN: And teach them elementary 
principleswofocredit and financesasoit appliessto their 
personal means? 

FATHER ROACH: Yes. 

THE CHATRMAN: Then, you mentioned certain 
Study groups. Does that mean that the educational 
process is continuing all the time in each branch 
once it Pis*establisned? 


FATHER ROACH: Yes. 
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THE CHAIRMAN: And you keep in contact with 
them? 

FATHER ROACH: Yes. Take, for example, 
in any credit union area I may put on a programme this 
year and in three years! time you may have a completely 
different set of new officers or may not have but it 
could be a completely new group of officers and they 
may know nothing about a credit union. They have been 
members probably but as far as ponning’”a credit union 
and deciding what policy shoulld be followed or determining 
their planning or putting on’a promotion programme 
they do not know anything about it so it has to be a 
continuing programme of education. You have new men 
coming into’this field all the time. 

THE CHAIRMAN: The movement, I suppose, 
would be growing to some extent, would it not? 

FATHER ROACH: | Yes. 

THE CHAIRMAN: And constantly expanding, 
requiring more members on your staff to become engaged 
imebie? work. Iam rather curious to, know Just briefly 
if you can give us some idea of the content of the 
educational programme, what sort of subjects are 
taught, how you break down the various subjects? 

FATHER ROACH: For credit. unions or extension 
work in general? 

THE CHAIRMAN: Well, would you go out and 
have some little course of education for officers in 
the union? 


» % FATHER ROACH: We go out and take; for example, 
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their duties are. We explain that and tell them how 
they would have to go about performing the function 
of a director of a credit union; likewise the supervisory 
committee of the credit union and quite often. .we help 
the treasurers. Many of these treasurers are part-time 
treasurers and then we help them to put on a promotion 
programme in their community. Quite often we go into 
an area, take a look at a credit union and find out 
what we think to be the main probtems facing that 
credit union so we put on a programme to deal with 
the problems facing it. It may be delinquency of 
loans, many times being too conservative in granting 
credit and all kinds of problems that they might have 
and we try to deal with the problems that face each 
individuaiveredit runion:. 

THE CHAIRMAN: Do you teach them anything 
about keeping accounts and that sort of thing? 

FATHER ©ROACH: ©}, Yes, 

THE CHAIRMAN: Teaching on a very practical 
Level? 

FATHER ROACH 3™. Yess 

THE CHAIRMAN: Do you deal with the 
sort of reserves that they should have? 

FATHER ROACH: Yes, the actual every day 
running of the credit union and in one particular 
credit union something may be very important. Quite 
often a credit union can get into a serious problem 
without realizing it. They may be in trouble with 
delinquency or putting out too much money on long-term 


lending or something like that and if there is not 
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somebody coming around regularly to put it across 
to them these people who are directors can run into 
Serious problems without realizing they are getting 
into a problem at all. 

THE CHAIRMAN: Are thecunions which you 
have contact with all members of the Nova Scotia 
Credit Union League? 

FATHER ROACH: Yes, all members of the 
League. 

COMMISSIONER LEMAN: Father Roach, in 
your brief you explain to a certain extent the concepts 
that guide and have guided the movement but I would 
like to know a little bit more about how you visualize 
this question of social justice as between those who 
get the’ service from credit unions and those who 
Save and put’ thelr fundsein.it. Mr, MacMullin spoke 
to us a few minutes ago and explained the question 
of dividents or returns, that money deposited with the 
credit union was not a very active factor in the growth 
of the credit union or in having members stay with it 
everowHe did*not think that’was the? maini factor? 
However, as the credit unions grow and become large 
they can both improve their services and presumably 
can become more competitive with other types of financia 
institutions and get into the same rields, Such as the 
mortgage business. In such a case what are the criteria 
you would go by in instructing people as to what is a 
reasonable interest rate for a certain type of service? 
What is the division of the spoils, in other words, 


between the savers and the borrowers? 
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Forento, Ontario 

FATHER ROACH: I recommend the 12 per 
cent. rate, as-far as. loans,are, concerned...» Most, of... the 
credit unions. on the Island.of Cape Breton charge less. 
Many of, them are, 6, per. cent, annual, rate, of,,interest. 
and they haven't any profit left Rey Pee can't pay 
much of a dividend. In some cases..they.can, but it is 
because they are not paying.the treasurer enough or 
they have very low expenses. I recommend they charge 
le per cent... If all. credit .unions were charging 12 
per cent and loaning their money and turning it over 
they would have enough to pay a reasonable dividend, 
if a dividend is;so,important,.. It,18,not, so. important. 
but. I think. it may. help to bring,.more. money in in. savings, 
but. the 12 per cent rate of interest does permit a 
credit union to pay a reasonable dividend -- 3 per cent 
or 4 per cent. or 5. per cent... If it.as any way efficiently 
operated it.can pay. 3,4 or.5 percent dividend. 

COMMISSIONER. LEMAN: .. And. therefore. the 
difference between the 3, 4 or 5. per cent which you pay 
the savers... in effect, and.the 12 per.cent. that. the 
borrower pays would be the cost of administration. and 
the cost of serving as intermediary between borrower 
and, lenden? 

FATHER, ROACH: There, is winsurance,,and, cost 
of paying the staff and naa, an office, and one 
thing.and another. 

COMMISSIONER LEMAN: We were also told. that 
there were more direct ways of trying to attack the 
problem of cash stringency at times when there is 


evidence that in an economy people are spending too much 
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Terente, Ontarie 
and the rate of saving is not high enough to sustain 
this rate of spending, and the way to get them to change 
is’ to encourage them to save, but suppose you try that 
and you are very successful -- I. am talking about a 
large economy like the whole of Canada, for instance -- 
do you believe the variation of interest rates to be 


a good factor to help in controlling this sort of 


problem? 

FATHER’ ROACH? You mean interest-rate inthe 
form of an interest rate paid to the savers -- a 
dividend? 


COMMISSIONER LEMAN: NO, mostly the borrowers 
for instance, to discourage borrowing through charging 
higher interest rates. 

FATHER ROACH: As far as I am concerned, 
apparently this exists all over North America, that the 
average person does not know anything about interest 
rates or the cost of credit. He wants to borrow $500 
and all he is interested in is how much is the payment. 
The average type of worker is not too concerned with 
the cost of eredit. 7 This is: one: ofthe: things we are 
trying to promote -- getting them to be more aware of 
the cost of credit. ~But the people are not conscious 
of it and they are looking for a $2,000 loan on a 
ear,° ora $15000) Loan, "and thatc is:ald they are 
interested in -- getting the loan and knowing how much 
the payment is, and if they can meet the monthly payment 
they are satisfied. We don't seem to have much success 
in talking interest rates to peonvle; they are not 


interested in that. 
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COMMISSIONER LEMAN: There must be some 
point at which interest rates are so high it discourages 
Spending. 

FATHER ROACH: The only way we have any 
Success at all is, if we can point out that $500 can 
cost $50 or $100 or $200, they may take notice, but 
we Seldom have success with regard to interest rates. 

COMMISSIONER LEMAN: For instance, in the 
consumer loan field, especially the purchase of durable 
g00ds, quite often the consumer does see the interest 
rate as such, but he does see how much this particular 
article is going to cost him per week or per month. 

FATHER ROACH: Very few will total it up, 
We tried“to do a little more education in this line, 
and we have a home economist working with us. We 
would tlike “vo "do much more in this field, but as far 
as we can find the average person does not realize at 
all how much the crédit is costing him. Sometimes 
when we do explain this they 'more or less do not 
believe us; "Aitirtgounds “too -trpossibleénfor them to 
believe. But, as far as we are concerned; the people 
in Canada and the United States are not conscious of 
Ltx 

COMMISSIONER BROWN: Have you any ‘sue“estion 
as to how they may be made conscious of it? 

FPATHER ROACH: They all understand dollars. 
They know the difference between $20, $30° or $50, and 
Lp there was Some way of telling people when they come 
in for a $1,000 loan for 18 months, "This is going to 


cost you $200", they would understand that. However, 
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the monthly payments they do not understand. There 

are so many different ways of calculating the interest 
rate ie Yourntight: ceti 6) peri cents mone: forme it is 
almost impossible to compare the different ways. 

6 per cent in one form is completely different from 

6 per cent in another form of interest. Quite often 

we will get certain companies who are giving a 6 per 
cent discount for new cars, or. something like that, 

and we willecompare’ it with our cost in the credit union 
and they are higher than 12 per cent, and the persons 
says, "We are getting a 6 per cent loan", but we know 

it dsvmoret thanvasle’ perecents loan ih. the @¢redity ution. 
If we could make this information available to people -- 
and the only way I. can see for them to understand it 
iayute teld them>that sueh.and such a loan is gdtne to 
cost them so much, 

COMMISSIONER LEMAN: I think what you are 
trying to explain to us now is that some people through 
benorancwecpay?too much for credit? 

FATHER ROACH: Thattis right. 

COMMISSTONER LEMAN: And you would like to 
protect them against this? 

FATHER ROACH? <Well)-<- 

COMMISSTONER LEMAN: I am talking of the 
Other phenomenon: Suppose you find the economy as 
a whole in a country, or even locally -- a section of 
the economy -- tending through influences that come 
from outside all of a sudden to save too little and 
Spend too much. These people through a certain rigidity 


hit” rates or tradition, or; say pwthrovehcthe credit 
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unions, have been used to getting credit for certain 
ourposes at 12 ver cent and for certain other purposes 
at’ 7 per ‘cent ete’., and this has. ‘become rather 
accepted: Now, Suppose you are unsuccessful in 
convincing them through persuasion that they should 
save more; you find them spending too much and the 
economy revving up too fast: Would you be against the 
olay of interest or airise in interest rates to serve 
as a discouragement? 

FATHER ROACH: I don't think it would work. 
Most people who are looking for credit would take it 
at any cost, for small personal loans. There may be 
a few who would say, "It is too costly", but most 
of our workers, maybe 85 per cent or 90 per cent, 
would take it at any cost. 

COMMISSIONER BROWN: Are you also saying 
they would save at any interest rate too, that it 
doesn't matter whether it is'2 per cent; 3 per cent 
or 4 per cent? 

FATHER ROACH: For the small saver the 
Aividend does’ not mean too much)" For the large saver, 
maybe then the dividend would count, but we haven't 
too many of them. We have many different forms or 
techniques that we use to try and get people to save, 
but we just keep using them over and over again, and 
sometimes they work for a while, and then we change to 
something else, and we use many different techniques. 

COMMISSIONER MacKEEN: Would you go so far 
as to say that probably 80 per cent or 90 per cent 


of the people don't understand percentage at all? 


eBseoqivg redto nistrss ot bois taso sasq Sf deveseoqrug 


a stan) oro 


antedyso tol dhbete gntttes od beau mesd even .anotny 


yondet emoosd esd eind bas ..ode dne0 teq ‘)\ tes 
nf Lithaeeaatal eye voy sscaque wot “bevqesoos 
bivode yerd tendd nokagsverseq Nguordd ment sanfonivnaos 
end bas doum ood genibaeqe mods batt voy vetom evse 
and tceanitsgs od voy bluoW egesit ood qu anivvet Umonoss 
evrse of eotsn: desvednb ah satis wo csesrysini to yslgq 
TInemepaivooetb 8 es 

wNwowrbluow thts Xabad tieob T sHOAOA: AAHTAT 
tenet bluow tibero tol aninool srs onw elqosq saoM 
ed vem oxedT .eansel Lsnoaersq [lame trot ,teoo vais os 
Jaom dud —'yvidaoo. ood ef JI" vse bluow onw wet s 
Linen. req OC to dneo teq @6 esdvem verestow: tuo ‘to 
,teoo vase’ de ct anetd bilyow 

ontyvee oefs voy stA s:WWOHE ARVUOTeAcIMMod: 
ti- tend “oot ster taeeretdat yas ts. eves blyow yodd 
taso tegq € atneo 19q S at Jr asdteonw rediem t'naesob 
Stmeo°rsq 1 10 

ond vevea Ifsma eAdixo@ :HOAOA ARHTAT 
.vevee sarel edd oro \.doum oo3 mspein Son’ asoh brebivid 
d'neved sw dud .dnvoo biuow baebivib edd nedd sdyvsem 


TO amrot dneveltib yosm even SW: .medd to ynem ood 


.oves ot sicosq tsg bas: yrt ot eeu Sw tsAdd eoupindoss bo 
has .mfs3s revo boas revo mond antau: qsexs daul ew dud aN 
ot ssgasdoosw nedd bass »elidw 8s tol Ntow yond a@omigemoe jas 
.eevuptndosds dgaeretlib yas ses ow bos .sals antddomoa ime 
Ist o@ og yoy bINOW : MEO AM AAUOT 2ecIMMOD ies ot 


dso 1sq OC to gnso 19q°08 yidsdorq tad yee odoas 


Silis ts sgstnesorsq baistersbay +! Gob eslgosq sdt¢ to 
. ese 


Nethercut & Young - 2280 ad 


Terente, Ontarie 


FATHER ROACH: They don't; that is my 
opinion, because we can get into an argument ourselves 
on this when we are trying to explain it ourselves. 

THE CHAIRMAN: They do understand the fixed 
amount per month? 

FATHER ROACH: It is not my experience -- 
they don't. A person comes in for a loan; they are 
looking for. a $500 or a $1,000 loan, and if the monthly 
payment fits their budget they will take it. Quite 
often they don't realize how many months it is for. 

THE CHAIRMAN: That is what I was going to 
ask -- whether they would ask if it would be for two 
years or three years. 

FATHER ROACH: No. 

THE CHAIRMAN: That doesn't interest them. 

FATHER ROACH: If the monthly payment can 
fit their budget they are satisfied. 

THE CHAIRMAN: They can visualize what that 
1Ls.. 

FATHER ROACH: It is usually only $10 a 
month; it is "only" such and such an amount, and that 
agrees with them usually. The advertising in this line 
is quite strong and people are certainly encouraged 
to borrow, and this payment is only a low payment, but 
not too many people are aware of the total amount. 

We have the opinion -- and we may be wrong -- but you 
can go into a rural community and put on certain 
programmes that will raise their standard of living by 
raising their income a couple of hundred dollars , 


or $400 or $500 a year, but we feel that if we could 
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train enough people to use credit wisely we could 
increase their buying power by $400 or $500 a year 
without one cent of a raiseiin:income, because too 
many people, as far as we are concerned, are putting 
too mubh money towards the cost of credit, and the 
money is not buying the goods they need. If we could 
get more people to use credit unions than banks I 
think they would have more money to buy the goods they 
need, and of course any money that goes into the credit 
union is returned to their own community, whereas most 
ore THe ovhertimatitutions operating in our -area are 
either American or Upper Canadians. Tn Nova. Scotia 
our thoughts are that everything we have belongs to 
somebody else. We have only scratched the surface, 
and we should be doing much more, I Suppose. 

COMMISSIONER LEMAN:: If the play of interest 
rates in your view is not very effective in this kind 
of soctety, then under the circumstances I have described 
the only. other 'solutiom is.4 location off resources. -- 
how to allocate credit to’ the most worthy or most 
pressing needs, or something like that. Suppose there 
is not enough savings: Let us take the group we have 
in mind as being a limited group, and there are so 
much in Savings available for granting credit to others: 
If you are not letting the interest rate structure 
change: ati ab. thenicyourvonhyrehotice d sito aklbocate 
credit. to the most pressing need, isn't it? 

FATHER \ORACH f° Lcthink ‘asufam.as Ithe’'aeredit 
union movement in NOva Scotia is concerned, if we can 


get our credit unions into the position’ where they can 
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Toronto, Ontarie 
give good service efficiently and can compete’ favourably 
with other institutions as far as service is concerned, 
that we will have enough savings to fulfill our loan 
demand. We can get enough savings; considering the 
Savings and the borrowing powers of the independent 
credit unions, I think we will have enough to meet 
our ‘loan demand -- not in the mortgage field. 

THE CHAIRMAN: Suppose you didn't get enough 
to meet your demand for loans. 

FATHER ROACH: Our experience is that we 
are getting enough. 

THE CHAIRMAN: But I am suggesting, supposing 
you don't get: it; - supposing you meet that situation, 
as you might any time; supposing you have not enough 
to go around: How do-you allocate the amount which 
you have? How do you decide who is the person who shoul 
have it and who is the person who should have to wait? 

FATHER! :ROACH: We would give preference to 
the small borrower. That is one thing we would do, 
Certainly, when I go around the different credit unions 
I discourage long-term borrowing and I discourage 
mortgages. We give them as much information as we 
can on co-operative housing -~ in fact, we work with 
them -- also on fishermen's loans and farmer's loans, 
but we certainly discourage long-term borrowing and 
mortgage loans.» Some long-term peoplé we direct to the 
League, but on the personal loans we feel there is 
enough money in savings to look. after: tt." In fact, 
we could almost double the amount of money we loan 


out at the present rate of savings. We have been very 
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conservative in our policies as far as loaning out 
money is concerned. 

COMMISSIONER LEMAN: Father Roach, I was 
trying to draw you more in the view of the national 
problems in relation to this basic concept. Suppose 
you are the governmental authority and you do find 
your economy all of a Sudden going a little too fast 
and labour is temporarily fully employed and some 
inflationary tendencies have begun to make themselves 
feltsoestrongly that«thereis»reason to:;worry, :aad 
the reason to worry is that perhaps your prices -- 
leteusesaytyeoursprices are; going:.up 6 per cent per 
year, and the rate of savings is going up by. a lower 
percentage, and people find themselves aftér a while.-- 
especially if they were satisfied with a 3 per cent 
returneon) their savings c-pthat thedranetsreakevalue 
of savings after three or four years has gone. down: 
Thise is 4 serious) problem for. the authority,.isn't.it? 

FATHER ROACH: Yes. 
COMMISSIONER LEMAN: Now, what do they do? 

FATHER: ROACH? ed, don't. think I would go out 
and try to persuade people to save on that particular 
accountsie I try to get them to,save, for. other, reasons. -- 
to save for the security involved, for the security 
for themselves and their families, and to give them 
a chance to borrow money when they have money on savings 
~- when they have a record of regular savings ners 
ability to borrow is: probably much greater... But as 
far as the credit union movement is concerned, I. don't 


think we can encourage them to save because of the 
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1 dividend: . We will never pay more than 5 per cent, 
2 and even that is not going to interest too many people 
3 because weihit a lot of people with small amounts. 


4 We have tried different techniques, and one of the most 


5 successful is the school credit union. ‘The school 
6 credit unions savings programme is working very well, 
7 and I think if it continuesito work and develop it 
8 could be a means of getting our people back to the 


9 idea that savings is a good «thing. I think we have 

10 to change the attitude of our people. At one time 

11 I suppose people saved much more money, but most people 
12 have lost the habit of saving, but with the new school 
13 credit union programme I think there may be a chance 


14 we can again get the people back into the idea that 


15 saving is not such a bad thing. We may be able to 

16 get more people to savecthrough:this school credit union)! 
17 As far as dividends are concerned, Icdon't see an answer 
18 there. I don't think we can encourage many more people 
19 to save much more money because of the dividend we 


20 are .going to pay. 

21 COMMISSIONER LEMAN: Isn't itva fact, though, 
22 that a good dividend could tend tm offset any inflation 
23 taking place in the value of the savings? You will agre 
24 with me it is rather a disillusionment to anyone who 


25 has painfully saved $100 for five years to find that 


26 the purchasing power has gone down to $75? -It is a 
27 discouraging thing? 
28 FATHER ROACH: There is no easy answer, as 


29 far as we are concerned, about this business of savings. 


30 It is a very difficult one, and when we go into a 
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community, generally speaking the credit union officers 
will say, "What are you going to do to help us to 
increase our savings?" -- this is the common answer 
we gét vinvevery' creditesunioni» -But,»as far-as we are 
concerned, we have never had much success in this 
business of dividend to increase savings. It may have 
helped a little, but not too much. 

COMMISSIONER LEMAN:. Father Roach,°I would 
like to ask you another question: We did talk with 
Mr. MacMullin about it earlier: this afternoon: «Apparently 
the Credit Union League in Nova: Scotia feels that it 
would welcome some more supervision by government 
because of the cost of this supervision. Have you 
anything to tell us about this? 

FATHER ROACH: Well, I certainly would agree 
that more supervision would help the credit unions 
a lot -- coubdmdesaolot torhélp the creditecunthons? 
Who should pay for it -- I don't know. But, more’ 
Supervision would help the credit union movement in 
Nova Scotia, and a little more authority either on the 

part of the Inspector or’ the Credit Union League could 

also be a help to the credit union movement. Our 
credit unions are too independent, I think, and we can 
make recommendations to the League or the Inspection 
Department or the Inspector, but if the Board of 
Directors happens to be a little stubborn, they will not 
take our advice. 

COMMISSIONER LEMAN: In what areas principally 
do you find them going astray -- the way they allocate 


their funds -- the sort of loans they tend to make? 
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FATHER ROACH: Long-term loans is one thing, 
and mortgages. You take, for example, they have a good 
number of members who have been good members for 10 
or 15 years with regular savings, and ten of them 
come in looking for $5,000 each to build a home. Well, 
the credit union probably is not in a position to give 
this mortgage loan to the ten individual members, but 
quite often they will , and the trouble is that in 
five or six months, or a year, they are in serious 
trouble; they have no more money to meet the demands 
for small loans. This is a problem. Delinquent loans 
isea problem, 

COMMISSIONER LEMAN: This is a case of putting 
too many eggs in one basket. They make too few loans 
that are too large? 

FATHER ROACH: Yes. 

COMMISSIONER LEMAN: And you are thinking 
about this from the point of view of the liquidity 
and safety of the union itself. 

FATHER ROACH: Well, not only that, but if 
they put out a lot of their money: on long-term loans, 
say, for 15 years, it will take 15 years before they can 
re-loan all of that money, and in the meantime there 
are going to be many people coming in looking for 
the small loan, and, after all, this is our main type 
of business, and we are not going to have money for it. 

COMMISSIONER LEMAN: But do you see a 
government supervisory body taking action in that 
particular field? 


FATHER ROACH: Allowing, say, a certain 
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percentage of their money outstanding to be on long- 
term loans? 

COMMISSIONER LEMAN: Well, could this be 
done perhaps through the law itself regulating the 
percentage of the total, funds, available to any one 
Loan, or .that..type .of business? 

FATHER ROACH: AY ee ete OUI Ct oC, 

COMMISSIONER LEMAN: Becgwase the supervisory 
body could not very well use authority that is not 
covered by the law, can, it? 

FATHER ROACH: Apparently the Ontario 
Credit Union League have more authority as far as 
supervising .the.eredit unions than our League in 
Nova Scotia..-There.are certain things, which ,they, seem 
to be. able to do with the credit unions that we cannot 
do in getting management to make certain changes in 


particular.area.credit. unions., ._I don,'t. know exactly 


what they are but they have.more authority in supervising 
their credit unions than our League has in Nova Scotia. 

COMMISSIONER LEMAN: Are there specific 
advantages in.a credit union in belonging, to the, League 
that the League would have, sufficient bargaining power 
to.exercise the right amount of authority? 

FATHER ROACH: Drastic measures, I think, 
would probably cut. off their insurance if they did but 
usually any credit union would have to go very far 
before, they would take these measures. They may refuse 
to, enant, them the money, for ,loans, because of certain 
operations that are going on in the credit union but 


right now I do not see that our League has very much 
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authority in correcting things that you may not like 

in local credit unions. They can go pretty far before 
the League can step in. There is not enough supervision 
and not enough authority. 

COMMISSIONER LEMAN: Well, I just have one 
more question to ask you of a rather general nature. 

You probably cannot answer me with figures but in 
your experience with the existing unions“do you find 
that there is a good turnover of leading personnel in 
this unions or does it happen that they tend to eUPCK, 
they find some people who manage quite well and these 
people stay in for a long time and there is not very 
much replacement? 

FATHER ROACH: I would say there is a tendency 
for them to stick but there are some credit unions who 
have set a policy that after six years you have to 
change. We have some credit uhhons that have that 
in their own particular by-laws that a supervisory 
committee or a board of directors cannot remain for 
more than six years. Two terms are the maximum they 
can remain and some credit unions have not got this 
and I think there is that tendency for directors to 
continue on for years and years, In some cases it is 
a good thing but in some cases it does not help the 
credit “unions, 

COMMISSIONER LEMAN: Why does this come about 
because working for a credit union is not a very lucrativ 
occupation and on the other hand it takes a good deal 
of devotion: What happens at the annual elections of 
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officers?” Do you find that the membership tends to 
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re-elect people or is there a little jockeying for 
position going»on? 

FATHER ROACH: I would think that it is 
mainly becamse in almost. all the communities, especially 
the rural communities, there.is only a small-group of 
people who are really interested in promoting the 
credit unions. Others are-interested in attending it, 
they are good members etec., but when it comes to ies 
meetings we always have a small group attending the 
meetings and because of this we have not too-many to 
choose from at any given time so when te anit time 
to elect the Board. of, Directors .orx:a member eof: -the 
Supervisory Committee the small fists at meetings 
may be one of the reasons and these persons are doing 
a fairly good job on the board and people would like 
to put those persons back on the board. 

COMMISSIONER BROWN: I.would like to ask 
One question on a matter of principle. We have heard 
from some of the other people in the finance business 
On.a commercial basis that one of the, elements in the 
competition between themselves and credit unions which 
they have regarded as being unfair competition has been 
the absence of taxation. We are not thinking of taxatio 
en the dividend, or on the,rebates -of interest because, 
after all, those could be adjusted by calling them 
interest, instead of dividends but taxation to the. extent 
of the reserves that. are built up every year. Would 
you care to comment on the philosophy behind the reasons 
why, in your opinion, this reserve should be exempt 


from taxation or -why it should not carry its share of 
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the burden of ssrunning the country? 

BATHER ROACH: Well, you will realize it is 
a very difficult question to answer. The only thing 
I can say is that our movement, the St. Francis 
Xavier Extension Department went in and are trying 
mainly to raise the standards of living of the people 
in the communities and mainly in the rural communities - 
fishing and farming -- and we have used this particular 
vehicle, credit unions and co-operatives. We always 
have in mind that we are there to help the people in 
the community and the profit we make is not important 
at all and we have in some instances ‘established in 
fishing areas -- communities that were very, very poor, 
too poor to receive an education or a very low standard 
of education. We have gone into many of these 
communities and put up co-op stores and fishing plants, 
We have completely changed these fishing villages and 
now they are more prosperous so the profit aspect of 
the credit union movement was not our objective. It 
was their own savings and any of the money that was 
left over goes back into the community. Credit unions, 
for example, will invest in institutions in the communit 
that no other group will invest in. They spend a lot 
of money in education, they are very good on giving 
scholarships especially to sons and daughters of their 
own members and in cases like that they always have 
this idea of promoting the general welfare of the local 
community. I think that any institution that would go 
out and work as hard to try and promote the general 


welfare of the community and put profits away in the 
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background, I' think that is a good reason to be exempt 
from taxation. 
COMMISSIONER BROWN: If profits are not 

a motive then why should not such profits as are | 
generated be subject to taxation? 

FATHER ROACH: Any’ surplus that we receive 
is given back to the people, the ordinary working 
prople -- farmers, fishermen, industrial workers. 

COMMISSIONER BROWN: It is re-invested in 
the community, yes, but this applies to other 
institutions too. 

FATHER ROACH: Well, I think there is quite 
a difference. I think the finance companies, there 
must be considerable profits made by someone in the 
finance companies. 

COMMISSIONER BROWN: Yes. 

FATHER ROACH: There is no individual in 
the credit union. 

COMMISSIONER LEMAN: If they are considerable 
the taxes are considerable too. 

FATHER ROACH: But there is no individual 
in the credit union movement in Nova Scotia who is 
making any profit. There are people who are being paid 
to manage a credit union or work for the League but 
there is no one in Nova Scotia making a profit in She 
credit union. There may be a few people getting 3 
per cent or 4 per cent dividend on the savings they 
have but there is no profit going to any individual. 
It is all going to help the community. 
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1 taxation, isuit not? 

2 FATHER’ ROACH: Then it is just another form | 
3 of taxation. 
4 COMMISSIONER LEMAN: Well, tagsation goes | 
5 to help the whole community so on that same principle | 
6 there would no reason why they should not in policy 

7 make this contribution to the whole community. 

8 FATHER ROACH: But I think we are doing a 

9 number of things --- 

10 COMMISSIONER LEMAN: You are doing it 

11 directly rather than letting the government do it? | 
12 FATHER ROACH: We are doing things directly | 
13 and we are doing things to try to help -- we may not 
14 be successful from a dollar potnt of view because we | 
15 are not as large and because we are doing these things | 


16 I think we should get every consideration. For example, 


17 4n New Waterford in the past few years they built a 


18 new hospital and the building of a new school -- 

19 New Waterford is a mining town. They have closed two 

20 or three mines now and one is going to be -- no one 

21 is interested. The Credit Union League was one of the 
22 first organizations to take bonds. The local credit 

23 union took $70,000 in bonds. I am sure there are 

24 many more places where New Waterford could have invested 


25 $70,000 instead of the New Waterford hospital. The 

26 town may collapse in a few years but we are out to try 
27 and help the community and the institutions in the 

28 community. Now, should we deserve special consideration 


29 for-tmis? IT think so. 
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2 _ THE CHAIRMAN: Thank you very: much’ Father 
3 Roach. We shall now adjourn until 9.15 tomorrow 


1 comments. Thank you. 
4 morning. | 
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Halifax, Nova Scotia 
Tuesday, June 12th, 1962. 


~-= At 9.15 ALM. the hearing commenced. 
THE CHAIRMAN: This morning we have a 


submission from the Canborough Corporation. 


me ee eee ee 


SUBMISSION OF THE CANBOROUGH 


CORPORATION 
APPEARANCES 
Mr. John Moore - Solicitor 
Me. -G. DP. Porsytn: = National Trust 
Company Limited 
Mr. Michael Boyd oe Greenshields 
Incorporated 
Mr. J.T. Stott - Greenshields 
Tneorporated 


ee 


THE CHAIRMAN: Mr. Moore, it is not 
necessary to stand up unless you prefer to do so. 

MR. MOORE: My remarks are very short. 

Mr. Chairman and gentlemen my name is John Moore and 
I am associated with the firm of Stewart, Smith 

and MacKeen. I am the Canborough Corporation's 
representative and counsel in Nova Scotia. 

We appreciate this opportunity of appearing 
before you, all the more because we were able to give 
such little advance notice. We also appreciate being 
allowed to present our views in Halifax. 


While the company has its head office in 
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Terente, Ontario 
Toronto it is designed to be national in scope and 
€ 
we hope that we hicks Mising stee to do business in 
Nova Scotia shortly. 

IT may, if I could, quote from a release 
made to the press yesterday concerning Canborough 
Corporation: 

"A group of institutions among whom 
are the National Trust Company Limited, 

Tndustrial Acceptance Corvoration Limited 

the Canadas’ Life Assurance Company and The 


Greenshields Corporation Limited have 


jointly formed a new company, the Canborough 
Corporation, for the purpose of holding 
mortgage loans insured under the National 
Housing Act, 1954. 
This company, incorporated as a 

loan company under the Loan and Trust 
Corporations Act of Ontario, is designed 

to fill a need that Raid been apparent for 
some time. In recent years home constructio 
has depended to a large extent on government 
funds through the agency of the Central 
Mortgage and Housing Corporation. It was 
felt that a new institution should be 
created through which funds from the 

private sector could be channelled into 
insured mortgage loans. In its maturity 
Canborough will be an active buyer and 
seller of N.H.A. mortgages and it is intende 


that the Corporation will make a substantial 
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Toronto, Ontario 


contribution to the Liqutatty of the 

secondary market in mortgages. 

It is hoped that an impetus will be 
given to the development of a market by 

the formation of the Canborough Corporation 

which will concentrate its activities in 

this field. The Company will make use 

of the services of existing institutions 

rather than originate and service N.H.A. 

mortgages itself. Its role is designed 

to supplement the services of existing 

institutions." 

Also representing the Canborough Corporation 
are David Forsyth of the National Trust Company and 
Michael Boyd and Perry Stott of Greenshields 
Incorporated. I will ask Mr. Boyd to say a few further 
words in introduction. 

THE CHAIRMAN: Mr. Boyd. 

MR. BOYD: Our company was registered to 
do business under the Loans and Trust Corporations 
Act of Ontario on May 25th of this year and we are 
sorry that our brief suffers from the haste with 
which it was written. We can only apologize for its 
inadequacies and we feel also that it is a pity we 
have not had a year's operation behind us at this 
stage because we would be then in a position to present 
a much more useful and comprehensive brief. :Despite 
the short period which we have been in existence 
you may be interested to know that we have already 


acquired nearly $4 million of N.H.A. mortgages in the 
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Secondary market. 

To summarize our brief we feel that it is 
desirable that a good secondary market in N.H.A. 
mortgages be developed. We recognize that Central 
Mortgage and Housing Corporation can not issue 
debt capital to the public because this would not 
contribute in any way to the development of a secondary 
market. On the other hand, Central Mortgage and 
Housing Corporation should be prepared to continue 
providing mortgages for the secondary market through 
sales from its own portfolio thus assuring a continuing 
supply of mortgages into the market. 

Another recommendation is that uniformity 
be given to N.H.A. mortgages by insuring those out- 
standing mortgages currently insured 98 to 100 per cent 
We feel that an impetus will be given to the develop- 
ment of a secondary market by the formation of new 
companies whose roles will be primarily in that 
market. In order to encourage investment dealers to 
become active in the money market the Bank of Canada 
provided them with lender of last resort facilities 
and we feel that if Central Mortgage and Housing 
Corporation would utilize this legislative power to 
the assignment of mortgages this would similarly 
encourage active participation in the mortgage market. 

Our experience is mainly -- and here I am 
speaking of all the representatives -- is mainly in 
the investment field and we are not competent to 
discuss the more technical aspects of mortgages. 


However, with this proviso we would like to attempt 


< ‘ 


el tit dad¢d Lest ow tetad Disie) estan oT 


' ACH. mt doattsm ywrebsaoosa” boeh. 8 Jedd sfdestact 
fettned tsit esingoost eW .beqoleveb ed asasadronm 
eveet Jon so notdsrogtoD SntevoH bas sysgdroM 
ey ae ton bivow etdt sausced otlduq end ot Istiqss ddeb~ 
ig | wrsbaoose s to tremoofeveb ent’ od view yas at odudtadeoo 
| base egagtroM [ards . bran redto end m0 . texan 


cog eumttrioo ot bBersqetq ed bluode nottsrogqro) antesoH 


i: | Nguotdd totam vrabaoose end rot genezdvom zgatbivorg 
*' | , ue | | 

. laniuatinos s anitvees eundt oflotdrog mawo ett moxl aelse 
Hf jonism edd otMi eoessatiom to viqaque 


yvstinrvottay tadd et notisbaemnoset toddonaA 
-tyo sadn? sattvent vd esasatrom .A.H.u ot nevis 5d 
¢ taeo r9q OOL ot 80 betwant yitnertivo esasadiom sathnede 
ea ~qolevsbd ont of fevis ed ILtw evtegqmt as deddt lest oW 
wen to motdsmrot odd vd donut UebweRee g to trem 
‘“3sad at yviiasmiyq sd [liw selot seondw asetmsqmos 
' S$ avelseb dasmiesval egstvoons od tsbto al .ctevrsem 
sbsuis0 To Aamsa edt desl en venom ett Wt evitos smoosd 


adtdtitost droas: tasl to tebnefl Adiw madd bebivorg 


i 
gatevoH bas exssdroM Isrdns0 tt tsd¢t Leet ow bas RSS a 
ot tewoq evidsletse! atdd sstitiy bluow notssrogrod Ras 
vinrsiimte blyow etd eegsagdrom to tremaztees andy HESS 
.tovvam sasgdrom edd At notdsqrottasa evitos sxyeuveons eg . 
ms I ster bas -- yviatsm at eonelysqxne wo * ae r 
ak iqiaten at’ 1-°eeesemenenerqse odd ix6 Delgmiasece 


o¢ tascteqmoo tom sts ew bas blett tnsmdeevat sad 


[BegRgdtom to edosqas Lsotmdosd erom eft aevostb 


co te od ew fl biluow sw Cniyorq etd: aa bial 


et Tak Be 


BY re 
=@ 


S 


\e Nethercut &é Young aa 2299 a 


cue 
nv 


f, 


Terente, Ontaric 
to’answer any questions you may have. 

THE CHAIRMAN: Questions? 

COMMELSSTONER MACKINTOSH: I have some 
questions I would like to ask. Il understand from what 
said that you propose to obtain your additional 
capital other than the subscribed capital by putting 
out security issues and investing them in Ne HeA. 
mortgages originated by other concerns. What sort of 
security would you contemplate to issue? 

MR. BOYD: Well, we would hope to issue the 
full range of corporate securities. On borrowing 
we would have to issue short-term debt, medium-term 
debt and long-term debentures. Our short-term debt 
would probably be in the form of deposit receipts 
because we are a loan company. We would also hope 
to issue at a suitable time preferred shares and we 
have already, of course, subscribed to common shares, 
So that this would cover practically the full range. 

COMMISSIONER MACKINTOSH: Do you propose to 
limit your mortgage purchases te N.H.A. insured 
mortgages or to go into conventional fields? 

MR. BOYD: Well, sir, certainly in the early 
stages we propose to limit ourselves to N.H.A. mortgage 

COMMISSIONER GIBSON: If I may just carry 
on from Dr. Mackintosh's question you pr@gse to issue 
the obligations you spoke of, deposit receipts and 
common stock. Would you not be issuing long-term 
securities? 

MR. BOYD: Yes, we would issue medium-term 


debentures and long-term debentures. 
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Terento, Ontaric 

COMMISSIONER GIBSON: ‘The idea being you 
would permit a means which would more or less gibe 
with the unknown maturities of the C.M.H.C. mortgages? 

MR. BOYD: This is quite correct. As far 
as one can expect the maturities ofthe N.H.A. mortgages 
would fall in the 14 to 16 year category, their average 
life, not their average maturity. You have to make 
assumptions about the rate at which borrowers will 
pay their mortgages off and this is not very easy to 
do and it is one of the difficulties involved such 
as paying a yield on mortgages, for example. The 
14 to 16 year term, if you are a borrower, is a very 
difficult term to borrow, It is Pane rare, I think, 
for a corporation to goto the market for many of that 
term and we would expect that we would meet this 
requirement by borrowing substantially at each end 
of the market -- long-term debentures, 20 and 25-year 
debentures and short-term deposit receipts of 30 days 
to 265 days in the money market so that we could expect 
that our average liabilities, the term of our liabilities, 
would match our assets. 

COMMISSIONER GIBSON: Would you have some 
medium-term debentures as well? 

MR. BOYD: We would, if it was considered 
desirable to borrow in this term. It is not a very 
easy place to borrow either. Sometimes you can place 
5,6,7-year debentures quite satisfactorily and other 
times there is no demand for them at all, but we feel 
that we will be flexible and will be one of our 


advantages, that where we see opportunities for 
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Terente, Ontaric 
borrowing we will be able to take them so that we are 
not crowding other people in one particular section 
of the market. 

COMMISSIONER LEMAN: All these will be 
unsecured securities? 

MR. BOYD: Well, that is not quite right, 
sir. To begin with, as a loan company, we operate 
under the Loan and Trust Corporations Act and therefore 
under the supervision of the Registrar of that Act. 
Now, one of the problems involved is obviously that 
if. you form a new company which has not been in 
existence it can only qualify its debt under the 
Canadian Life Insurance Companies Act as legal 
investments if you secure that debt suitably and we 
will be securing the mortgages and other assets which 
we own and issue secured debt against it. 

We will also have to have assets other than 
mortgages because one of the requirements of our act 
is that we must keep 20 per cent of the amount we 
borrow in the short-term market in assets other than 
mortgages and those assets are, broadly speaking, 
Ontario Government issues, Canadas but not corporate 
securities 

COMMISSIONER LEMAN: Securing mortgages of 
this type, is that going to present a bit of a technica 
problem. You will have to put the mortgage in the 
name of a trustee, will you, or what ? 

MR. STOTT: This brings up certain legal 
problems which we are basically not competent to 


discuss from a legal point of view but in essence that 
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» Ferente, Ontaric 
is exactly what we are doing. We are securing them 
with trustee and our legal representatives seem to 
have worked out a formula that satisfies them this is 
possible. 

COMMISSIONER BROWN: Will this be on a 
fixed proportion? 

MR. STOTT: Well, in effect all our assets 
will be placed with the trustee in order to make our 
own securities legal under the Insurance Companies 
- Aete 

COMMISSIONER BROWN: The debentures will stil 
be secured under a general trustee deed? 

MRysSTOfT: No, jittwhllrebe aegeneral. 

COMMISSIONER BROWN: On a basis of proportion 
of property against every $1,000? 

MR. STOTT: There won't be specific mortgages 
assigned against specific securities; it will be 
general trustee. 

COMMISSIONER MACKINTOSH: I do not know 
whether this is a fair question or not but what sort 
of yield spread would you hope would be available 
for you within which to operate? 

MR. STOTT: I think the yiéld spread will 
vary quite tremendously from time to time especially 
in the long term but because we do have to offset 
the uncertain maturities with a mixture of long and 
short under the circumstances there will be a wider 
spread between our short-term securities and our 
long mortgage assets. 


COMMISSIONER MACKINTOSH: It was not clear 
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Terente, Ontaric 
from your brief whether you proposed to service these 
mortgages yourself to get into the position of an 
approved lender or leave that entirely to the approved 
lenders from whom you buy mortgages? 

MR. BOYD: We would hope to be an approved 
lender because we would hope to avail ourselves of 
the ability at some time in the. Future to porrowmoney 
from Central Mortgage and Housing Corporation. To do 
that under the present statutes I understand we would 
have to be an approved lender. However, to answer 
the main part of your question we have no intention 
as at this time certainly of servicing or ontieatatting 
mortgages ourselves. We just do not feel that there 
48 a need to set up new servicing agents and new 
originating agents. This is not a problem in this 
country to us. 

Another reason why we would want to be an 
approved lender, however, would be so that we could 
bid for mortgages when C.M.H.C. offers mortgages 
by tender. Ony investment dealers and approved lenders 
may bid for the mortgages and we would like to be 
able to bid in our own name. 

COMMISSIONER MACKINTOSH: In paragraph 5 you 
talk about the lack of liquidity in mortgages. Do 
you think this is the main reason for the alleged 
inadequacy of mortgage funds? 

MR, BOYD: I think it is, indirectly. I 
think it is because these mortgages are illiquid 
that they are investments for only certain types 


of investors and I think this has been and is a 
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Terente, Ontarie 

problem but I think to solve it you can do it in two 
ways; you try to bring greater liquidity to the 
mortgages and you try and develop a device for bringing 
other types of capital into the mortgage field. 

COMMISSIONER MACKINTOSH: What source of 
additional funds do you see if the mortgage instrument 
is made more liquid? Where are these monies coming 
from -- just a matter of making the mortgages a Little 
more competitive in the market and edging the other 
competitors over? 

MR. BOYD: Well, sir, I would say this, 
that liquidity implies substitutability. One of the 
things that is meant by liquidity is that you have 
the opportunity to select one type of instrument 
against another and you broaden your choice. I do 
no think that just making a mortgage erga cd “Fs 
necessarily going to mean that you will widely increase 
the types of investors who would be prepared to buy 
mortgages but I do feel that it might do so and also 
that it should encourage the investors who presently 
puy mortgages to buy more of them. Tt may give 
encouragement in that way. 

MR. STOTT: I think also there is probably 
a larger and a much broader market for corporate 
securities outside of Canada than there is for our 
mortgages. 

COMMISSIONER MACKINTOSH: Yes, I would 
think that was certainly true. 

COMMISSIONER GIBSON: What kind of volume 


do you look forward to in this area? I know you can't 
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say precisely, but is it $50 million or $20 million 


MR. BOYD: We have avoided so far. even for 
our own purposes making projections into the faizure 
because we don't see any way that we could achieve 
a wmeaningful projection. We are allowed to borrow 
124 times, or we hope to be permitted 124 times our 
paid up capital reserve. Under the Act under which 
we are incorporated we have a statutory right to 
four times our capital in reserve and we may request 
that this be increased up to a limit of 123 times. 
So that, for every million paid in capital, whether 
common shares or preference shares, we would be 
permitted to borrow $123 million which would enable 
the purchase of $133 million of total assets. The 
speed with which we will be able to expand our 

great 
activities will depend to a very/extent on the avail- 
ability of mortgages. For example, the Central | 
Mortgage and Housing auction that is coming up on 
June 26th is for $15 million, and this does not seem 
a very large amount at this stage for the interest 
that is there when you consider that it is the 
fifth +tender and, in each tender there has developed 
a greater interest. So that, the availability rane 
mortgages at a price that is practical would dictate 
the speed with which we can expand. I know it is 
not very helpful to your question. 

COMMISSIONER GIBSON: I am trying to get 


more of an idea of how big a job you think there is 


- to be done here; that is all. I wasn't trying to get 
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- your own rough guesses. 

MR, ST0rT: I think, Sir, these are rather 
unusual circumstances, that it is more likely in times 
that the reverse is true, and there is an excess | 
supply of mortgages and at that time our expansion 
would depend on our ability to finance. 

COMMISSIONER GIBSON: Can you tell us what 
sort of capital you have, or anticipate having? 

MR. STOTT: We have currently authorized 
$10 million paid up capital but at some stage we 
would contemplate also having a public company. 

COMMISSIONER GIBSON: Have you announced 
how much capital has been paid up yet? 

MR. BOYD: We haven't announced, no sir. 

MR. FORSYTH: It is just one of those points 
in connection with the company that we did not make 
public at the moment. 

COMMISSIONER HARROLD: In connection with 
chat,“ think Wr’ your’ opening statement you said 
something about the ownership: Have you a complete 
list of the ownership of the company? 

MR. MOORE: National Trust Company Limited, 
Industrial Acceptance Corporation Limited, Canada 
Life Assurance Company, The Greenshields Corporation 
Limited. 

MR. BOYD: These are the principal institutigns 
interested in the corporation. As a loan company we, 
in fact, have 26 shareholders. A number of those 
are statutory and are individuals. 


COMMISSIONER MacKEEN: You said you had 
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$4 million invested already. 

MR. BOYD: Nearly $4 million, yes sire, 

COMMISSIONER MacKEEN;: Is that by way of 
debentures or share capital? 

MR. BOYD: How have we borrowed the money? 

COMMISSIONER MacKEEN: Is that way of current 
bank loans? 

MR. BOYD: It is by way of current bank 
loans and paid up capital. We are still in the final 
stages of studying the questions relating to our 
trust indenture. We hope this will be cleared up 
in the near future so that we are free, should we 
consider Lt proper, to go to the market. 

COMMISSIONER MacKEEN: What is your 
authorized capital? 

MR, BOYD: It is $10 million. 

THE CHAIRMAN: In paragraph 5 of your brief 
you mention an insufficient flow of money into mortgage 
and that investment into this area is a vital economic 
and social need: Could you elaborate on that? 

MR. BOYD: Well, this refers to the private 
seetor, sir: 

THE. CHAIRMAN: Not to the N.H.A.? 

MR. BOYD: Well, to the N.H.A.'s yes, but 
it means that in our opinion Central Mortgage and 
Housing has had to make up the gap that was left in 
the private sector. 

THE CHAIRMAN: Yes, but if you include the 
N.H.A. activities would you still say there is an 


insufficient flow of money into mortgages. 
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MR. BOYD: No, I don't think I would. 
This depends on what you consider the desirable 
level of housing construction in the country is. 

THE CHAIRMAN: Well, I suppose it is a 


question of whether there are mortgages available for 


people who are prepared to buy houses. There may be 

a great many people who would like houses, but they 

can't afford to pay for them.. I ‘am just curious to 

know what evidence you have that there is an insufficient 
flow of money into mortgages? 

MR. STOTT: I think this paragraph is 
Slightly misleadingly worded. We were referring only 
to an insufficient source of capital from the private 
sector. There is, in fact, probably sufficient funds 
going into it, but it is being supplied by government 
rather than the private sector. 

THE CHAIRMAN; But you are going to deal 
only in N.H.A. mortgages. 

MR. wSEOTEs veYes, but we are going to find 
our sources of capital from the private sector rather 
than government. 

COMMISSIONER MacKEEN: Your point is there 
is an insufficient flow of capital to provide a 
secondary market in existing mortgages? 

MR. STOTT: -Well, to provide the desired 
level of public housing from the private sector. 

COMMISSIONER MACKINTOSH: I think what is 
missing here is that N.H.A. mortgages are originated 
by approved lenders, and in respect of many of them 


all the government does is guarantee or insure the 
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mortgage, but in addition Central Mortgage and Housing 
has, itself, gone in and originated mortgages and, 

of. course, put up the capital for them, and the 
suggestion here is that to generate more capital in 
the private sector to take-over some of the mortgages 
which have been originated by Central Mortgage and 


Housing? 


MRe STOTT: «Yes,f that is rights sinsiother 
words, Central Mortgage and Housing was forced into 
larger direct lending activities. than it probably 
would have liked to have been in because of an 
inadequate flow of money from the private sector. I am 
afraid paragraph 5 is badly drafted. 

COMMISSIONER MACKINTOSH: Is it your 
impression that these auctions that C.M.H.C. has held 
have broadened the mortgage market or have they 
merely allowed approved lenders to acquire mortgages : 
wholesale rather than retail? Has this brought new 
lenders -into the market? 

MR. STOTT: I think it has brought some 
new lenders into the market. I guess the Midbio’ of 
them did end up in the approved lenders' hands again, 
but speaking as an investment dealer, we have purchased 
a considerable number of these mortgages on tender 
and placed them in the hands of other than approved 
lenders and to some buyers who had never previously 
purchased N.H.A. mortgages. 

COMMISSIONER MACKINTOSH: Looking at the 
question of the opportunity of using the kind of 


service your company proposes to offer, do not some 
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Terenta, Ontaric 
of the approved lenders like to turn some of their 
mortgages over? You speak as if the only source was 
going to be Central Mortgage and Housing? 

MR, STOTT: We hope to find many other source 
and some of our recommendations suggest we are prepared 
to pay for this service. We hope to have existing 
institutions originate mortgages for us as agent. 
We*hope to purchase them from institutions who wish 
to sell for the purpose of turning them over, but we 
do feel the bulk of N.H.A. mortgages are held in the 
hands of these people to whom at the moment liquidity 
is not an over-riding problem. 

COMMISSIONER MACKINTOSH: My impression was 
that in the case of some of the approved lenders,at 
any rate, the flow of new funds did not necessarily 
equal the activity of the builders whom they had 
been accustomed to finance, and they like to maintain 
their connection with the builders and they were often 
willing to peel off a layer of old mortgages to get 
money to keep these builders going. 

MR. BOYD: I think that is right and also 
I think a number of approved lenders are very intereste 
in the servicing aspect of mortgages, where they have 
large branch systems that are suited to the servicing 
of mortgages, and they would like to be able to sell 
mortgages and retain the servicing. This, of course, 
suits us because we do not intend to encroach on 
this aspect of servicing. 

COMMISSIONER MACKINTOSH: This actually, 


I would judge -- this ability to hold mortgages but 
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Terente, Ontaric 
1 have the servicing done by a large organization is 
2 the biggest step towards broadening the market, because 
3 I don't think you can service mortgages unless you 
4 have a great many mortgages and can stand the overhead, 
5 and if somebody else will do the servicing you can 
6 make smaller parcels. 
7 MR. BOYD: I think that is right, but I 
8 think it is even more fundamental that there surely 
9 is no shortgage of servicing agents in the country, 
10 and thre is no point in creating another one to 
11 compete with them. 
12 COMMISSIONER LEMAN: I am always a bit 
13} surprised at the insistence upon insured mortgages. 
14 As soon as any institution has a sufficiently large 
15 block of mortgages, they would not need insurance, 
16 would they? You can self-insure it if you hold a 
17 sufficiently large number of mortgages. 
18 MR. BOYD: »I think you.can;  I°think that 
19 is right. Are you implying when you say, "self-insure" 
20| - that you should, in fact, incorporate an insurance 
21 programme as a reserve against liabilities into the 
22 operation, or simply that if you own enough mortgages 
23 that there is no need for insurance, that the default 
24 would be the write-off factor? 
25 COMMISSIONER LEMAN: I had in mind lots 
26 of things, but one of the points I had in mind-is 
27 that C.M.H.C. has made mortgage money available for 
28 new construction only, and not for the purchase of 
29 existing houses. In the conventional mortgage market 
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Terente, Ontarie 
a difficulty for the average purchaser or house owner 
than there “has been ‘in the field‘of new residences? 

ME, STOTE:-""L think that'1s “probably true, 
put part of our contention is that there has been 
insufficient capital for new construction, much less 
for financing existing housing, and at some time in 
the future I think if you succeed in filling the first 
gap by some method or other, then the second one 
should certainly be looked at. 

COMMISSIONER BROWN: Yes, but you agreed 
earlier that N.H.A. was, in fact, filling the gap as 
far as new construction was concerned? 

MR. STOTT: No, we implied government was. 

COMMISSIONER BROWN: Yes, so the question 
arises of filling the gap for the mortgages on existing 
houses -- would you care to comment on the possibility 
of the N.H.A. insurance being extended to such 
mortgages and thereby giving them greater liquidity, 
because it seems to me that the essential of getting 
liquidity for mortgages is to have a lender of last 
resort or have insurance or acceptance or something 
so that each mortgage is trading on the basis of its 
yield rather than what is behind it, and you are lookin 
at the insurance as being the security behind it, 
and this is the problem in the mortgaging of existing 
houses, that each one is just one piece of paper. 

Me. STOTT: -T hope’ Tam trying to ‘answer 
one question you asked. 

COMMISSIONER BROWN: It was probably very 
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Terente, Ontaric 

MR. STOTT: Our feeling is that basically 
the private sector as such has been having difficulty 
in’ supplying sufficient mortgage money to finance 
new construction, much less attempting to increase 
capital outlays to finance resales of older houses 
at this stage. 

COMMISSIONER BROWN: We have heard elsewhere 
the suggestion that the N.H.A. mortgages should be 
available on existing houses. I am asking for your 
comments on this suggestion. 

MR. STOTT: I think if it were you would 
have to have a great deal more government money poured 
into it than there is at the moment. 

COMMISSIONER BROWN: You don't think this 
would encourage the private money to come in ? 

MR, STOTT: At a stage some time much later 
I think it might, but at the moment I think there is 
not really sufficient private money to finance new 
construction, much less older houses. 

MR, FORSYTH: I might perhaps continue just 
a little on that: So far as existing construction is 
concerned, certainly recently there is a considerable 
amount of mortgage money available. Perhaps one 
area is the fact mortgage amounts are not high enough 
in relation to the selling price of the home, and 
whereas on new construction the owner puts up, Say, 
15 per cent, in existing construction he perhaps puts 
up about 30.19n: 33 per cent. Is that the area -- is 


that what you are thinking of? 


COMMISSIONER BROWN: No. I was asking for 
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Terente, Ontario 


your comments on the suggestion that has been made 
in other places that the facilities of the N.H.A. 
insured mortgage should be existing construction. 
The question is, to what extent do you think this is 
feasible and to what extent do you think this would 
bring more private money in by helping it to build 
up this liquidity on mortgages you are talking about? 
MR. BOYD: Well, presumably this would 
intply a more careful system of valuation of houses 
by Central Mortgage and Housing, and presumably the 
rate would be fixed at the same rate or in the same 
manner that new construction is, but what I can say 
is that should it come about -- and it certainly is 
an area that we should look into -- there is ” reason 
why we would not naturally buy mortgages short in that 
Way . 
COMMISSIONER LEMAN: What I had in mind 
also was, presumably in part the purpose of C.M.H.C. 
was to encourage construction and therefore get the 
flow of capital directed into housing. Do you think 
it will be possible for C.M.H.C. to become counter-cyclical 
by putting some capital out for new construction , to 
encourage new construction and reduce the flow of funds 
to that sector and more into existing housing when you 
don't want the industry to run too fast? 
MR, BOYD: I. think in any case housing is 
a counter-cyclical factor, I think that mortgage 
money normally becomes much easier to find when 
interest rates are low, which normally would be a 


period of slack economic activity, whereas institutions 


= > 


nee tiie eno Ea 


. as 


- 
Re eee ae 


ali tintobies ed ‘biuora: -oge3d om bs 


 eabetas: sia now Ob" pdditice senw ot yak: notseoup oft 


* i pluow etd Aabad nox ob snedxs terw ods bas efdtesot 


nek ' all - 
ap’ tet pltud o¢ FE aatgied vd nt yortom etseviaq: stom! goiad 
+4 } ry 


_| ttuode gatitsd exB voy asgsgtnom No MeNBhupil efdd qu 


bivow aiar eldsmyaciq flow 
esevod to aotisuisv tovmeteya Iiterwe erom © Yiqint 
edt videmuesrq bas .3ntewol bis sgegta0M Isidned yd 

amea ont at to otsd ompe ent ts bexfi ed SOlvow ots 
“Ye the I defw'dud Gat Mobbourtanoo wen dso Tonmasm 
et yviatstreo of bis: -- Gwods emoo df blvora ded at 


| poeas on et ensit -- odmt Nool bivode. ew dads seis 18 


| dant at Stora eogegirom yod yliswwisn toa bivow ow yw 


. Yaw 


Sota ot bed I ¢edW 2WAMaL ASMOLecIMMOo 


.O.HiM.9 to eaoqurg srit dasq ni yldsmvueetq ,asw eals 
eft deg osoteteds brs soksovitanoo egsivoone od @6wW 


nortad Pare een een otnt bedoorlb [stiaso to wolt 


edt. fovo- retnuvoo eniooed at (~D7H.M.0 sotaldtesoqesd Liiw tf 


et gakevor Seso Une banks I :CYom a AM: 


ae, a” Hottoradariga ‘wed jot dwo [stiqss smoe gaitdduq yd SS 
a8 jebant to wolt edt ‘somber ‘bas nokvountadoo went lezsivoone in 7 
r | gor yscw gatevorl gntdalxe ojat esom bas nodese deat od ¥ 4 
We % ae 
eden eee nut od yateubat odd tasw d'aob | r 
| 
} 


egsgiion tadd aotfd IT .xotost Lsotloyostedauoo & 
corlw batt og vetase sown eemooed yilem ton yoron 
s od blwow yilsmaon apenin4 es gevst: teers ok” 


_jesto Suan oa WUILVETOS. 0. 
niin is a Bet 


Nethercut & Young “= e315 = 


Ferento, Ontaric 


and investors look at mortgages differently, I think, 
when interest rates are high -- and interest rates 
are high normally in periods when money is made tight, 
normally to restrain the economy from over-indulging 
itself -- although , we may see other factors, such 
as the exchange rate, influencing this. 

I am not sure I have got your argument about 
existing construction also being anti-cyclical. 

COMMISSIONER LEMAN: Well, it was not 
an argument, it was a. question: But from the point 
of view of making capital available to individuals 
who want to be house owners I am asking basically 
is the gap worse for existing houses, is it more 
difficult for the house owner to sacquire -- let 
us be more precise and talk about a range of houses. 
Let us say houses under $20,000, isnt more difficult 
for an individual to buy an existing house than to 
buy a new house that would cost the same amount? 

MR, BOYD: Well, I think from the point of 
mortgage another argument as far as existing 
construction is concerned is that again when interest 
rates are low there is no shortage of money into either 
field and investors are looking for that type of 
security, they are trying to increase their yield a 
even if this means going into assets which they may 
regard as slightly less desirable under normal 
circumstances. 

Now, when interest rates get high I suspect 
that as far as new housing is concerned the N.H.A. 


setup at the moment is with C.M.H.C. you can still 
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loan into the housing field | ‘but the conventional lending 
field which has no money when people want to put money 
in would suffer. 

This would only be cured, as far as I can see 
if' your suggestion that Central Mortgage or N.H.A. 
insured mortgages on existing construction ted place. 
But this opens up question of whether you want to 
encourage housing at a time when economic activity is 
advancing and the government teeny is trying 
to put a damper on it. 

THE CHAIRMAN: When you speak about times 
when interest rates are high you are referring to 
interest rates other than mortgage rates; mortgage 
rates are less apt to vary, are they not? 

MR. BOYD: Ithinkcthat ls itrue, tair: 

THE CHAIRMAN: So that if mortgage interest 
remains generally at the same level within certain 
limits --- 

MR, BOYD: Certainly in the past I think 
it is true that with the N.H.A. rate in existence 
as a maximum rate under which N.H.A. loans could be 
made you have had a stability of rates in the mortgage 
field and certainly when interest rates get higher, 
even if the differential between other long rates 
and mortgages closed up you would still, I think get 
and have had in the past an effect where investors 
are looking for ways of putting money out. at higher 
rates of interest in a form that will protect them 
and their investments will still be there when the 


cycle continues and interest rates go down. In other 
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words, they look there for non-call features and this, 
of course, is one of the big problems on mortgages, 
that apart from certain multiple dwelling units there 
is not protection to the investor that his investment 
will not be called either through action of the 
borrower or perhaps because of foreclosure. He ends 
up with cash in either case. When interest rates are 
low I think, as I said before, investors start looking 
around into those areas where they can find a 
high return in anything because they are not nearly 
so worried about the non-call feature protecting all 
investors from that point of view. 

THE CHAIRMAN: And they are more likely 
to go into mortgages? 

MR, BOYD: They are more likely to go into 
mortgages as I think we have seen in the past twelve 
months. 

THE CHAIRMAN: On the other hand if your 
enterprise is successful and mortgages become more 
liquid interest on mortgages may tend to fall. 

MR. BOYD: We may tend to squeeze ourselves 
out of business. 

THE CHAIRMAN: I am not suggesting it would 
fall that much. 

MR. BOYD: I hope it does not, sir, but 
I think there should be an element of that involved. 

THE CHAIRMAN: And that would be a very 
salutary thing. 

MR, BOYD: Well yes, it would if you took 


the nation's interest. I think you see what we would 
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1 hope to do -- we are in a very extraordinary position 
2 in front of you because we have had no experience 

3 as an operating company which we hope will do certain 
4 things and only. time will tell but when interest 

5 rates are low and people are looking for a mortgage 

6 we would expect to lose mortgages. We would expect 

7 to be one of the places where institutions come in 

8 and buy mortgages from us and we would hope to the 

9 best of. our ability when interest rates are high that 
10 we would be picking up mortgages. The factor that 

11 you mentioned before may prove embarrassing, that is, 
12 if corporate rates which we would be dependent on 

13 for funds yoge:. and there is an inelasticity in 

14 the mortgage rate we would be squeezed out but this 
15 would depend entirely on the actions in the present 
16 setup which Central Mortgage would take on the N.H.A. 
17 rate, 

18 COMMISSIONER GIBSON: Would you favour a 

19 more flexible N.H.A. rate both from this point of 
20 view and from the point of view of making available 
21 conventional funds? = 

22 MR. BOYD: I think, to takgca’ very fundamental 


23 approach to it, perhaps an indirect approach, that it is 

always desirable to let a rate peti free as possible. 
In this case I would say this, that it 

would be more desirable to see the N,H.A. rate move 

more frequently by small amounts than suddenly take 

a tremendous leap, say, from 6 per cent to 6-3/4 

per cent and-it is interesting that Central Mortgage 


and Housing Corporation's last move was a quarter of 
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ore per cent move. 

T would imagine from their point of view 
there is a certain amount of documentation problem 
and that when they change the rates their forms have 
to be changed and it might be difficult but I am afraid 
I am not very expert in that field. However, I think 
you could say that it would be desirable that the 
changes be more frequent and smaller if this was not 
totally impractical from the documentation point of view. 

COMMISSIONER GIBSON: Why are mortgage rates 
generally so sticky because they do not change so of ten 
-- is this documentation? 

MR. BOYD: I think it is all these factors 
together, the fact that you have a set rate, the fact 
that they are broadly speaking illiquid and there is 
yet no very satisfactory market and the fact that you 
have documentation. They all contribute. 

THE CHAIRMAN: And the mortgagor can pay 
the mortgage off under certain conditions every five 
years, isn't it? In any event he can pay it oft: 

MR. FORSYTH: Any loan can be paid off in 
five years so that the investor does not have quite 
the same opportunity of having the long-term. 

THE CHAIRMAN: If he wants to pay it off 
earlier there is very often provision for a bonus. 

MR, BOYD: I think now it is three years he 
has to pay a premium, if we are talking N.H.A., and 
after that he can pay it off any year from three years 
on with no premium. 


MR. FORSYTH: It has three months! interest 
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1 bonus but not a very severe penalty. 


2 THE CHAIRMAN: You are speaking of the 


3 N.H.A.? 


4 | MR, BOYD: Yes. 

5 THE CHAIRMAN: That is more or less the 

6 usual provision, as I recall it, in conventional 

7 mortgages also, provision for repayment. 

8 MR. FORSYTH: I think by and large also 

9| - in the conventional area most individual loans are made 
10 for five years because the borrower will have an 


11 opportunity in the long term of calling his loan. 


12 THE CHAIRMAN: Yes, in the conventional 


13 ide teen they always used to be just five-year mortgages, 

14) . sometimes with the right of repayment with bonus. 

15 : MR. FORSYTH: But this means that the 

16 investor is not sure of having his money out for a 

17 very long period on the mortgage. 

18 THE CHAIRMAN: Well, the bonus was always 

19 intended to cover that contingency. 

20 MR. FORSYTH: Usually about three months! 

interest when a change of interest rates in the interim 

takes place. Perhaps he would have to re-invest his 

money at one per cent less than the existing mortgage. 
MR. BOYD: I think, though, for the broad 

range of holders of single dwelling units with N.H.A. 

mortgages it is a little too sophisticated to expect 

changes in rates to be a big factor. I personally 

would expect the most important factor would be paying 

off of mortgages through perhaps the sale of houses 


rather than the fact that the rate had changed and he 
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paid off his N.H.A. rate and then took a conventional 
rate. 

THE CHAIRMAN: As to the mortgages on 
existing houses why would that not be a satisfactory 
field to enter? It all depends in. the larger. cities, 
the ere | a the centres of the cities. are 


generally of higher value than similar properties in 


the outskirts and a better investment than new constructijon 


which, to a large extent, takes place at a more distant 
point from the centre and in depressed times those are 
the places that sooner become vacant very often. There 
are two aspects there from an investment point of view 
of the new construction. It depends where the new 
construction takes place and many other factors. 

MR. STOTT: I think there are many factors 
which become involved in dealing with older residences 
as compared with new ones. Dealing with new ones you 
have a valuation established on it by the Central — 
Mortgage. and Housing Corporation which is. generally 
accepted and in dealing with older residences you would 
have to set up some form of system to assess each older 
property which makes it harder to deal in any large 
field on that type of house. 

COMMISSIONER BROWN: This is true in the 
private field right now. The trust companies have their 
own assessors. 

THE CHAIRMAN: .Yes, undoubtedly: in, the 
older sections or certain sections, it depends, but 
the mortgages are much more liquid. 


MR. <STOTT:. I think it could.be done but it 
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would be difficult to trade in them‘talking as we are 
of some of the N.H.A. mortgages. 

MR. BOYD: Did your question refer to 
putting the N.H.A. into this field or are you --- 

THE CHATRMAN: No, I do not care whether 
they get into it or not but I do not know why you do 
not look at it. I may be quite wrong in my suggestion 
but I would think from an investment point of view it 
may be a very good way of investing a certain portion 
of the funds that would be very useful. to the public 
generally. 

BR. BOYD?"% Iiput it- thierwayy sir, thar in 
the fullness of time we Biontd very much hope and 
expect to be getting into that field. 

THE CHAIRMAN: You don't want to do every- 
thing at once? 

MR. BOYD: We do not want to do everything 
at once. 

COMMISSIONER BROWN: You referred in passing 
a moment ago to documentation. You make no reference 
in your brief to the problem of different laws in the 
various provinces with respect to mortgage foreclosures. 
Have you any comments to make ‘on this? 

MR. STOTT: I think the only reason it was 
not in the brief was purely because it would have 
required a substantial amount of research anda 
Substantial amount of time which we did not have, We 
were more interested in stressing other points which 
Seemed more pressing at the time but we do agree that 


there are serious problems along this line. 
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COMMISSIONER LEMAN: And this is more an 
approved loan problem than yours, isn't it? 

MR. STOTT: To a degree. There are problems 
arising from documentation. 

COMMISSIONER BROWN: Does this mean that 
you will be confining the blocks you are buying to 
certain provinces to the exclusion of others? 

MR, STOTT: I think we would hope eventually 
to be able to purchase in each province. There are 
special complications in one province. As you know you 
have to be an authorized lender as well as an approved 
fender. 

MR, BOYD: We are aware of some of these 
problems and our counsel are looking into them. We 
would expect and hope that we would be in a position AS) 
do business in future, of course, in every, province 
but we are aware that certain provinces in the initial 
stages lack complications and we are therefore in a 
position to erant off there while we are working on 
the problems of the other provinces. We would hope to 
be in a position to purchase mortgages that were origina ed 
in any province. 

COMMISSIONER MACKINTOSH: I notice you want 
Central Mortgage and Housing Corporation to exercise 
the power it has but has never used as far as E+¢an 
recall of becoming a lender of last resort to concerns 
which are in the mortgage field and I think you say 
possibly at a penal rate. There are possibilities here 
of Central Mortgage and Housing carrying on almost 


a central banking function here in the mortgage field 
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Terente, Ontarie 
from what you might call open market operations, putting 
more money into the mortgage market and withdrawing it 
at other times? 

MR. BOYD: What we think here is that becaus 
of the difficulty which I mentioned earlier of giving 
our debt obligations a term that would coincide with 
our assets we do have to concentrate, we expect to 
have to concentrate our borrowing at the long end of 
the market and the very short end of the market. 

In periods this short borrowing might become substantial 
-- we hope it would become substantial -- because this 
would reflect the development of the company but in 
panbiods --- 

COMMISSIONER MACKINTOSH: I think it would 
be cheap. 

MR. BOYD: Well, that is right, but because 
I do not think it would be economic or would have been 
possible to form this company had the money market 
not been in existence and I think one of the reasons 
it has been possible to do this has been the form of. 
the money market in : ehdeaet five years. Prior to that 


it would have been extremely difficult to justify a 


company which primarily borrowed at the long end and 

in any case it would have posed the problem of maturities. 
“However, to go back to your initial question, with 
substantial short borrowing under certain conditions 

we could foresee difficulties in rolling this short 
borrowing over for a relatively short period of time. 
Perhaps in the fall of 1959, had this company been 


formed, it may have been extremely difficult to turn 
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1 over many millions of dollars at the short end of 

p the market, and basically you would have to face the 

& fact that to a great degree we were borrowing short 

4 to lend longer. We therefore feel it would be practical 
5 and prudent if Central Mortgage and Housing: would agree 


6 that. under conditions corporations that are active in 


ri the secondary market and are trying to do the things 

8 we hope to be doing should have access to lender of 

9 last resort facilities, and we further feel that this 
10 access should be in such a manner that we were not 

11 encouraged to apply for it. In other words, it should 
12 hurt, just as normal lender of last resort facilities 
13}. hurt; but, -that is the argument we feel there, sir. 

14 COMMISSIONER MACKINTOSH: I think it was 

15 originally contemplated that this power would be 

used in connection with approved lenders as giving them 
a measure of liquidity when they got into tightness in 
the mortgage market, and in fact, originally there were 
two elements in the housing legislation: One was the 
old Dominion housing legislation, and the other was the 
Central Mortgage Bank, which was provided for about 
1948 but never went into operation. These two things 
have now! been brought into the one Act, and the original 
intent of the Central Mortgage Bank was really to inject 
some liquidity into great frozen blocks of mortgages 

in the lending companies. It was to some degree a 
salvage operation, there then being no secondary market 
whatever in mortgages. Do you think this ought to be 
done by Central Mortgage and Housing? Would it be 


possible to make, say, a standby agreement with a 
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chartered bank that would serve the same purpose? 

MR, BOYD: Well, it is very difficult to 
make standby agreements with chartered banks. 

COMMISSIONER MACKINTOSH: I understand 
they have now stooped enough that they will accept 
a fee for 1t4 

MR, BOYD: Well, we turned this round in 
our minds and had a few preliminary discussions which 
got us nowhere, and it is certainly something we would 
be in a position to pursue further, but I think the 
right agency go give lender of last resort faciiicies 
to companies active in the secondary mortgage market 
would be Central Mortgage and Housing which, as you 
point out, has a statutory power to make loans against 
the assignment of mortgages and against an agreement 
to assign mortgages, but it could perhaps be used in 
another way too, to come back to the anti-cyclical 
discussion we had some minutes ago, that if the 
government felt the economy was accelerating at a 
pace that they disapproved of and were putting a damper 
on it through normal monetary and fiscal policies, and 
if they felt, however, that they would not like at the 
same time to disturb the long-term flow of money into 
housing, if you had lender of last resort facilities, 
such corporations as ours could perhaps borrow at 
that time from Central Mortgage and Housing specificall 
to keep money flowing into the housing field to 
supplement perhaps Central Mortgage and Housing's 
own direct lending. So, it could be used in either 


way, and I think perhaps would be an additional implemenjt 
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for the authorities to control. the economy. 

COMMISSIONER. MACKINTOSH: It does become 
a sort of anti-anti-cyclical policy. 

MR. BOYD; Well, under certain assumptions 
it might be desirable. 

COMMISSIONER MACKINTOSH: What you are 
asking is a certain insulation of the housing field? 

MR. BOYD: That insulation in one cycle 
might be deemed advisable and in another cycle might 
be deemed highly inadvisable depending on the over-all 
factors. 

COMMISSIONER GIBSON: These are two quite 
different. functions. 

MR. BOYD: Quite different. 

COMMISSIONER GIBSON: The lender of last 
resort concept is generally a short-term lending 
operation, - 

MR. BOYD: A week, perhaps. 

COMMISSIONER GIBSON: Just to tide over; 
whereas the other thing you are speaking of is medium- 
term. 

MR. BOYD: Not necessarily so.. It would 
work this way, that if the government felt the private 
enterprise could pul] its weight but recognized that 
for a short period of time during a particularly tight 
money period no corporation such as ours could be 


expected to put money into mortgages whthout government 


help, but at the same time the government could avoid 
lending for the long-term itself. All that would 


happen would be that you would given instructions to 
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re-finance this in the market as soon as the market 
conditions returned to normal, and the loan would come 
to an end, and it may be not medium-term, but longer 
than a week -- it may be a three or four months! loan. 

COMMISSIONER GIBSON: But you are advocating 
not ‘so much this point. 

Pie OVD Ne 

COMMISSIONER GIBSON: You are saying this 
Is a possibility. 

MR BOYD: “Yes. 

COMMISSIONER GIBSON: But youare advocating 
Central Mortgage and Housing should act as lender of 
last resort ‘in the normal sense? 

MR, BOYD: I am advocating and suggesting 
that formations of corporations such as ours would be 
encouraged by this action and I would also very much 
hope it was never made use of, because the conditions 
under which it would have to be made use of will not 
appear. But, nevertheless, they are in the background 
and would give one a feeling of prudency to know that 
in a tight jam for a very short period, perhaps at 
a penal rate, there was money -- and perhaps admonitions 
at the same time -- that you could receive from the 
government. 

COMMISSIONER BROWN: Isn't the main purpose 
of the lender of last resort that it opens up other 
avenues of getting your funds? In other words, if 
there was a lender of last resort, the banks, as an 
example, would be more likely to advance funds to you? 


That is the point of a‘lender of last resort, Isn't it? 
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1 MR, BOYD: I think the buyers of our 

2 short-term debt would feel happier. We would hope they 
3 would feel happy principally because we were a properly 
4 run company and that we were not doing wild things 

5]. ° because we had lender of last resort facilities. TI 


6]. think the lender of last resort facilities may have 


7 some other restrictions imposed along with them -- maybe 
8 that you are not allowed to make any additional loans 
’ or buy any additional mortgages for the period you are 


10 into Central Mortgage and Housing as a lender of last 


11 resort.: I think there could be a number of reasonable 

12 restrictions put upon the company under those 

13 circumstances. There is no doubt the sh ictuitidedameetate 

14 that investment dealers had from the arrangements made 

tS with the Banka Canada gave a tremendous impetus to 
ae the money market in Canada. 

17 COMMISSIONER MACKINTOSH: I think the 

18 discussion has made clear there are two things here 


1Y, both of which have central bank analogies. The provisio 
20 Abe 2bdais of last resort is the analogy of the bank rate, 
21 and for injecting additional capital on a longer-term 

22 basis into the markt the analogy is. open market operatigns. 
So far Central Mortgage and Housing has only come into 
the market as a seller. It might conceivably sometime 

in the future come into the market as a buyer to complet 
the open market analogy and put more money in the field. 
Later on -- and I think it is in paragraph 28, do I 
detect an implicit recommendation that the 6 per cent 
ceiling be removed from chartered banks? 


MR, BOYD: Well, it wasn't written with that 
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in mind, sir. 


things could happen from there on: 


COMMISSIONER LEMAN: 


MR. BOYD: 


ill informed. 


COMMISSIONER MACKINTOSH: 


MR. BOYD: 


COMMISSTONER LEMAN: 


were they not? 


~ BHO ~ 


The argument here was simply that at 


or not they wanted to. 


banks. should be lifted or not? 


as a group won't be allowed to decide it. 


MR. BOYD:. That is right. 


COMMISSIONER LEMAN : 


present the banks are largely out of the mortgage field 
because of the 6 per cent limitation upon them, but various 
Hither new companies 
or maybe a combination. of things -- either new companies 
are formed, as we have attempted to do, or Central 
Mortgage and Housing just. continues filling that -~- or, 


the. banks would be asked. again to come to the help, whether 


Don't you have an 


opinion as to whether the 6 per cent ceiling on the 


I am afraid that is a question 
forrbhe, bankers, sir. I don't have an opinion. _I 


think it is a very broad subject about which I am very 
I think the bankers 


I am afraid I could not contribute 
to any debate on that subject sey ceeadne cau 
Let us discuss it from 
your point of steas he this new enterprise. The banks 


were very heavy investors for a while in N.H.A. mortgages, 


For aslimitedaperiod: 


because of the rise in interest rates on N.H.A. 


mortgages the banks had to come out. Now, 


if you want 


private enterprise to be a very active factor in the 


mortgage market for housing, the effect of a very large 
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investor like the banks would come in or. come out 
in heavy amounts and would provide for some shocks 
in the market you are thinking about, wouldn't it? 

MR. BOYD: It might.do, but I would hope 
there would be room for both. Our argument was a little 
different, that you may have to ask the banks to come 
in whether they want to or not, and perhaps this was 
the case in 1954, but we admittedly have taken the 
situation as it is at present and tried to do something 
about it. 

COMMISSIONER LEMAN; Well, don't you think 
if one of the large investors in a market such as this 
is an in-and-outer that it would naturally jar your 
market. 

MR &y BOYD: ywnbcthink cthateis. right, p17, ves. 

COMMISSIONER MACKINTOSH: TI take it you 
would agree that it would be better if the banks were 
continuously in this market whether that is made possibl 
because mortgage interests are low enough to come within 
their operation, or whether they are given more leeway 
by a higher rate -- just from the point of view of the 
mortgage market? If institutions come in and finance 
mortgages for three or four years, it is undesirable 
that they should disappear from the market in the bas th 


year. 


MR, BOYD:, I-think.that..is.true,.and.certainly 


we would prefer to see -- I agree with Mr. Leman: We 
would prefer to see a steady flow from one set of 
institutions, but what we would hope would be the case 


is that the banks would be in a position to originate 
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mortgages and they might like then to sell them to us; 
because of their large system of branches they would 
like to keep the servicing, which has perhaps some other 
aspects for the banks such as banking facilities for 
the borrowers and other things like that, and it may 
be very constructive. 
COMMISSIONER MACKINTOSH: There is a 


paragraph somewhere urging desirability of the right 


to make forward commitments for mortgages -- it is 
paragraph 31 -- for a standby fee, and this was not quite 
clear. You say it should be permissible for such 
corporations as Canborough to charge a reasonable 

standby fee. I would have thought this was the 
institution which was going to originate the mortgage. 

I am not sure that I understand what you are speaking 

of, What I took from it was that you were going to 
assure a builder, for example, that you would take of 

his mortgage requirements for this enterprise. 

MR. BOYD: What is in our minds here is that 
if you have a builder who wishes to develop a whole 
housing project over a number of years it is very difficult 
for him -- and we have talked to a number of them -- if 
he has no assurance that if he starts the project this 
year that in the following year perhaps he will have 
no source of funds available to him, so that the project 
looks rather stupid if it is: not a continuing one and 
goes in jerks and starts. Naturally, we do not intend 
to originate ourselves or to service ourselves, but when 
it comes to a supply of funds for forward commitments 


it would perhaps be natural for the builder, if it was 
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a big project, to talk directly to us about commitments 
in six months or twelve months'time, because the 
origination of servicing would be looked after by one 
of the big companies, but if you do give a commitment 

IT feel itis a service which should be paid for, which 
oa possible at the moment under the National 
Housing Act. 

COMMISSIONER MACKINTOSH: In effect, the 
service you would give him would be to guarantee the 
funds. when he --- 

MR. BOYD: You would give him two services: 
You would give him this guarantee, and give him the 
funds itself. I think you, can say it is a service 
actually lending the money, and it is a service saying, 
"We will lend that money some time in the future". 

COMMISSIONER MACKINTOSH: I am not arguing 
about the fees I want to understand the operation. 
When he ultimately got his mortgage placed and his 
money, I take it this would be with one of the approved 
Lenders. Now, how are you in a position to guarantee 
that next year the approved lenders will go forward 
with this? 

MR. BOYD: If the approved lender was 
originating purely as a service and is being paid to 
originate, I would not feel there would he any doubt 
he would go forward with it. 

COMMISSIONER MACKINTOSH: TI see. 

MR, BOYD: He would be assured we would 
be putting up the money. 


COMMISSIONER MACKINTOSH: Yqu would assure 
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the lender you would take the mortgage from him and 
on those terms he would agree then to originate? 

MR ?-BOYD + ]"Yés ¢ 

COMMISSIONER MACKINTOSH: I see. Was 
there another “reference somewhere to what was, in effect 
a mortgage’ broker?.-I know little about this, but TI 
understand in eridithitted ‘states there is a separate 
occupation by which you arrange mortgages and place 
them with an approved lender and collect a kind of 
broker's fee. Is that what you were referring to ? 

| MR, BOYD: Only if we were the approved 
lender involved, I think. 

COMMISSIONER MACKINTOSH: I see. 

MR, BOYD: In other words, we normally would 
be dependent on other approved lenders to originate and 
services 

MR, STOTT: I think that such mortgage 
brokers exist to a degree here now. 

COMMISSIONER MACKINTOSH: I think they 
are developing. a bit, but my understanding is that 
more or less that is the standard arrangement in the 
United States. 

MR. STOTT: I think that is the logical 
outgrowth of it, yes. 

COMMISSIONER MACKINTOSH: What role do or 
can investment dealers play in this end of the capital 
market? 

MR. STOTT: Investment dealers are probably 
the only existing institutions -- if you can call them 


institutions -- that act at this stage purely in the 
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secondary market and I foresee them continuing to act 
ini that, role., Saosivine mortgages and the purchase of 
them from Central Mortgage and Housing or other 
approved lenders. They might indirectly play another 
role and that is in financing projects at certain stages 
and managing that type of financing for them with N.H.A. 
mortgages as a sideline. 

COMMISSIONER MACKINTOSH: I think I have 
n@ moze ou tone Siew Pattnanaa weer is standardization 
of N.H.A. mortgages at a hundred. pér cent insurance 
which seems a reasonable proposition as far as I can 
see. I do not think I have any more questions, Mr. 
Chairman. 

COMMISSIONER LEMAN: If there should ever 
be a moratorium Me mortgages should there be one on 
your securities outstanding too? 

MR. BOYD: Do we have to answer that? 

COMMISSIONER LEMAN: - Well, you could make 
a recommendation on it. 

MR. FORSYTH: We would hope there would not 
be a moratorium on our loans, Mr. Leman. 

COMMISSIONER BROWN: Does the insurance 
cover this? 

COMMISSIONER LEMAN: Is that foreseen in 
the legislation covering insurance? 

COMMISSIONERBROWN: If there was a provincial 
moratorium does the insurance cover it? 

MR, FORSYTH: The legislation covers 
default. Now, I do not think it was quite contemplated 


we bhat there might be a moratorium and conceivably there 
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1 cout be quite a bit of discussion in interpreting the 
2 ties OU 
3 MR, STOTT: My impression is that in order 
4 to start foreclosure proceedings you must first of all 
5 obtain”. clear title. 
6 MR. BOYD: I think that is one of those 
7 hazards of doing business that one has to accept. 
8 Crossing the road every day you can get killed by 
9| a car but it does not stop you crossing the road and 
10 T think more seriously in the event of a situation whic 
11 would cause a moratorium the government would most 
12 certainly be most unwise not to come to the aid of anybady 
13 who was hurt in this way because it eeuld nee possibly 
14 help the situation and you would have a financial 
15 panic on top of everything else which would be 
16 - ridiculous and so if this should happen I would expect 
17 very ‘substantial help from any government under 
18 conditions that caused a moratorium. 
19 COMMISSIONER BROWN: Well, moratoriums 
20 are sometimes provincial. 


MR. BOYD: Well, what causes a moratorium? 
Surely a depression causes a moratorium. 
COMMISSIONER BROWN: This might be in 
specific regions. 
MR. BOYD: Well, in that case you would 
do your best to persuade the provincial government 
to help out but I do not think you would encounter 
the situation. 
THE CHAIRMAN: You have to face the vagarie 
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MR. BOYD: This is one of those risks withou 


which nothing will be accomplished, sir. 

COMMISSIONER LEMAN: he only reason I 
really asked the question was that I did not know 
in such a case whether it was foreseen in the insurance 
legislation. | 

| MR. FORSYTH: Speaking offhand without 

detailed knowledge of it I do not think it was quite 
foreseen because you do has to get possession in order 
to claim your insurance. Itwould be conceivably a 
little difficult under a moratorium. 

THE CHAIRMAN: bate further? 

The Commission will adjourn to July Sra 
at 9.15 A.M. Daylight Saving Time in the Courtroom 
of the Board of Transport Commissioners in Ottawa. 


--- Adjournment. 


} 


y 
4) 


iain ea adel sods 20 9m and xt POE ap m 
+9 V6 arr st " 


tim, _ borfestaso 908 od pry : 


tor 


ib 


, a’ HOBBS wLoro od 


wonn doa btb I desta asw dea ori ogra * 
sonamvent edd ar nseastot abw ti tedt ertw $889 8 4 


| Fate | hi ae f 

twoddtw p brsdtIo gntiseqe sHTY@HO'T AM Geicdieal | 

of ENR apw tL sats? 30H ob 3 Cae sabelwoon belfsteb | 

rebyo aL nol: B2SRROq 798 ot eves Ob soy saugosd fmeoes to} fi 

8 vidsvisonce od eh a -songawant Woy aisto od 
| | igs matress trom & Tebau diuoltitp efyett 
‘Sredda? sats yaa MAMALAHD aT 

bat mate ob soi CLEw Go 28 Lmmto0 oat 

mooutauod exis af omit Bolvse Jdgtiysd M. A ct. Q ds 


«BWEITO eo axsnobeatmmod Fueqsas tT. tO. Sasog ont ae: 


-TASMAINOLDA ~~ 
STS «as wok OLS 


Roval Commission 
on 
Banking and Finance 


Hearings 
held at 
Palifax 
Wal. Date. 
204 June 121962 


June 111962 


Official Reporters 
F.I.Nethercut and BR.J.Boung 
Toronto, Ont. 


4 


na 


St 


; 


es 


j ie 
os. hayes 
iit ; 
¥ 4 i : 
Mie Gey ie 
ne : h fa 
hy. c " 
ING! { 
wee, eR ‘ 
\ 4 P 
>a tee | iG 
.! bak Re of 
hy 
A sak By) A 
‘*€. ie 
we) t 
Be 
y ; 
i 
| 
; hy ; ; P, 
i 
i i , 
Ah ag 
M 4 
; 
1 / 
v 
: 
\ 
‘ ‘ 2 
y 
‘ 
t { 
i 4 
‘ i x , 
; . 
/ : 
i ' : 
rN 
‘ rT he » 
4 
' 
d t 
A 
: ’ 
| iy a 
ty + 
5 \ aes 
i , 
, nhs 
| : 
ARYL 
} 
\ a A "i “ 
¥ ‘ .. 
' ) 5 
©} 
‘ % 4 
. ,' 5 By 
% 
* 
L ji y AN J 
j .. 
; ? i | ¥ 
\* ‘ 
nt) 
- A ‘ 
Che 1 . 
7 ‘ wy 5 ¥ 
{ aah 7 , 
ban a ed ! h 
- Py , 
“4 . 7 . a. ‘ere \ . 
i 4 . : ce : wiv, he” A 


, ‘ . revs fa sot > (pe? a a 
- ‘ ee Aa eee n Ad i a i sei? 
- 15 f ‘ pF es Pa AY 
he Wy wy i ARs, ae dc Vik ae 

NT Aw ts . j ' 
( bean) Weta ee Ue 
I tol ae 


nae 
7 


pion } wowisi® ‘ 


arintn®) oltow 


EE PRES 


XBaQuUuTI 


Page 


INTRODUCTION . ; 

Ol A % ory sSiioo& svoK to tnsmerrevod 

—orer A O. SugseT nolAt dtboxd stsooe svol sdf?! 
FINANCING 3 

| moteanstxa ytiasreviaU setvsxX etonsrt tnisea 
SOLOS A RCONOMTC AiemiBqSGRTAL —  ° 1) 


OOS A pecowmenparTonmeldstog100 dguetodaso sdT 


< 
is) 
$ 
es 
oy 
5 
= 
~ 
. 
bond 


ti 
7 


- — ry my oe _ ~~ _— 
saueq During Last 


Appendix 


Appendix II Debt Outstanding at March 31,1962 


fh. « a 3 +,’ T QD p a eos AY te Tt Be oa Ts. bed 
hpminatx Leu Per Capital Net Debenture Debt 


poe S 4. 7“T Tr). oe Tt oe he ee 15 ere: | fun fe gi ‘fe 
Appendix IV ARezulatlons ruravuant CoO. one 
i [adustrial Loan Act 


ret, 
t 


ee aT ee ee ee ee ee ee eo 
Appendix V line Fishermen's) Loan Poard’ o2 
Nova Scotia 


*) tn eeneee.4 os = 
Royal Commission on 
2 


Rural Credit, Province of Nova 
2 


957, Recommendations. 


Appendix 


=. om fe 


of 
iz 


a 


= rt a mea. 


wl 
Nt 


al 


fe Nethercut “Ga Young 


Terente, Ontaric 


VOLUME E° 20A 


2 BD de 


Government of Nova Scotia 
The Nova Scotia Credit Union League 


Saint Francis Xavier University Extension 
Department 


The Canborough Corporation 


Page No. 


A 1849 


A 1910 


A 2016 
A 2040 


Nethercut & Young Al B49 


Toronto, Ontaric 
TABLE OF CONTENTS 
Page 
PREFACE 
ae INTRODUCTION - 1 
Le PROVINCIAL AND MUNICIPAL 
FINANCING es 
Ia ECONOMIC AND INDUSTRIAL ll 
TV REC OMMENDAT IONS et 


Appendix I Debentures Issued During Last 
10 Years ; 


Appendix II Debt Outstanding at March 31,1962 
Appendix III Per Capital Net Debenture Debt - 
Not including Other Longe Term 


Debt -- As At December 31 


Appendix IV Regulations Pursuant to the 
Tndustrial Loan Act 


Appendix V The Fishermen's Loan Board of 
Nova Scotia 


Appendix VI Report of the Royal Commission on 


Rural Credit, Province of Nova 
Seotia, 1957, Recommendations. 


_ = 


Perma an Amnrletd Gotten mee abe arena et ‘ ye. 


LMR EX 


i ee er 


‘ i Ay iy “w 


% 
ee 


mm 
ae - Ai 0 ps 


ia IAT HTQUCHE 


Jeal vatrvd beveal asetvineded 


on, aie arseY OL 
ris ~S . SOCL IE dovsM ts antbastesvO tded 
; F 
| Me é ; 
~ ¢ds0 etutmeded te Lattasd red 
mreT anol tentO natbulont gov 
ie temmeoed JA aah ~- tded 
1. 
add ot dasverwd anotislugeoH 
E 7 joA ngod Isivdeubal 
on 1 ‘to breed nsol a'nomiedert eAiT 
(AMALY hy ews  gitooe svov 
A ” No aotentmmnod L[gyoh edd to trvogel 
Ae BVOU to gomivord ,dibero I siuA 


ha | | .enotdsbrnemmoveH .jdc@l .aisooa 


tes enn AREA AG, HE ge VOR 
iF MT MAUL 
‘eh Wea ie Ratio Pabreraity Bxetension 
VMieaQvaA DIMOMVO08 


WO TTOUGOATUL 


oop © LotpyorradyaMMo DHA A Cone 


I xibneqaaé 
IT xfobnsqqA 
TII xibaeqqéA 
VI xibnsqqa 
V xfbmeqqa 


IV xftbmeqqa 


Ih 
wl 
hu 


fe Nethercut & Young 
Torente, Ontaric Al 850 


inn 
ll 


{| 
(g 
sl 


| 


Fal fi 
Pal \ 
« 


PREFACE 


A Summary, of the Brief Submitted 
by the Government of Neva Scotia 


The Government of Nova Scotia has 
financial requirements and is concerned with the 
increasing attention that must be given by government 
to economic and social problems. Our fundamental 
financial problem is where to find sources of adequate 
revenue. 

We are participants in the national economic 
processes and wish to~be as well canon as possible 
to provide a_reasonable standard of services for 
our people. 

This» fovernment is concerned with the 
functioning of the. capital markets because we have 
8 parce to piay" in martie's we the behaviour of the 
economy and we are anxious that there be the utmost 
co-ordination of federal, provincial and municipal 
governments towards goals of national economic 
growth and stability. a 
Provincial and Municipal Financing | 

We have endeavoured to discharge the 
responsibilities of a provincial government and our 
responsibilities to the municipal units in a prudent 
manner. We try to vrovide the level of service 


demanded by an expanding copulation and a growing 


economy. 
To do this, we must spend, we must tax, and 


we must borrow. Our municipal units are in the same 
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Per mt Lor. T?eSpae “péen posHible ap to-“thie time /to obtali 
what it has been prudent for us to borrow but the cost 
of borrowing is high at current rates, 
We Recommend: 

1. More co-ordination between governments, with the 
objective of stimulating long run economic growth 
through provigioni:of federal funds to carry out counter 
receseton policies during down gwings in the business 
CV CLE; 

are iThet “waysiebe, explored ytosinprove, theatining and 
gize-of —provinelal debenture: ilgsues coming) on: the’ capital 
mame ths 

3.5 That: a-federal government loan fund be created: for 
muimhe bpeski-phe a nino nucenif emreonetructing Tacllvities of 
gome national importance (schools, hospitals) and that 
the- «ff und ybet regulaitted).fcom maximum usenrasinertcountex 


receseion measure, 


Industrial and Economic 

avrev capital needs of the private sector of the 
Nova Scot lasecornomy ,-at Veaet Tor thes past’ SO+vyears’ 
hawen iors peem Puliy, ther by traqitional+eapital insti= 
tuttlone,” Loans, to small’ businege Enterprises, for 
tolbiaist accommodation, Torvdgrieuiture> to’ firaherman, 
andvanerpecentiyear’ for larger’ isdusetriat-enterprtece, 
had to be made available by the Government of Nova Scotia, 
to maintain an economic growth rate somewhat below the 
national average. 

There will ibe future growth in these needs “in 
the immediate years ahead, and if extraordinary 


efforts are made to. bring: our growth “rate up to the 
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national average; these credit meeds will be very 
large indeed. 

We anticipate that there will also be future 
periods of credit restriction nationally, and we fully 
expect that, as in the past, unless changes are made, 
these restrictions will bear heavily on business 


activity im this region. 


We Recommend: 


1. That a more flexible form of credit 
control be devised. The varying credit needs of 
different areas of Canada should be recognized, so 
that adverse effect from national restrictions of 
credit will not further depress any area not suffering 
from over-expansion of credit. 

2. That more precise and reliable statistica 
data be made available, so that a government attempt ing] 
to improve the planning and functioning of its 
economy will have available to it the most factual 
and recent data. 

3. That the present federal Farm Improvement 
Loan maximum of $7,500 be raised to $10,000. That some 
exploration of the possibility of establishing a 
Single "line of credit" for commercial farmers be 
attempted, and the possibility of pooling or merging 
the resources of the Federal Farm. Credit corporation 
and the Nova pacers Land Settlement Boaea>bé examined. 


4, If a substantial development is to take 
ou 


a 
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place in lam 


érscale industry in the Atlantic region, 


the Government of Nova Scotia may find itself in the 


position of having to borrow large sums of money for 
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industrial capital. To avoid any risk of impairing 
the credit of the Province. 
We Recommend: 
That the Federal Government contribute 
large blocks of industrial loan capital at low interest 
rates and for long term to any area where the need 


for this type of capital can be demonstrated. 
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Submission to The Royal Commission 
On Banking and Finance 
I INTRODUCTION 

Le Nova Scotia has a long history of association 
with banking and finance and indeed many of the best 
features and strong points of the present, Canadian 
banking system had their origin in the Atlantic. 
region. 

in 1801 and. again. in.1811,.the.legislative 
assembly of this province refused to grant. a monopoly 
to the promoters of a banking company. A private 
partnership was formed and the Halifax Banking Company 
offered the business community a banking service 
without monopoly and without a charter. Later, in 
1832, a petition was presented to the legislature 
of this province by another banking group and the 
Bank. of Nova Scotia was incorporated. There were amny 
other. Bank incorporations in the Atlantic region 
in subsequent years that through sale, merger and 
failure led to the national banking system that we 
have err er today. 
ae This, long, history .of association and 
development accentuates the importance attached by 
the Government of Nova.Scotia to the matters that the 
Commission has been asked to examine and we feel that 
the future welfare of Canada and the Atlantic 
region will benefit .greatly from your findings. 
ai With the rise in importance of Canada 
in international affairs, the present rapid means 


of travel.and communication and our concern over 
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economic, and financial relations. with other nations, 
it appears very timely to have at this time in our 
financial history an investigation .of the broad. and 
comprehensive scope suggested in the terms of 
reference of this, Commission. 

4, International problems of all kinds, as 
well as domestic, economic. and social problems, will 
for a long time to come require increasing attention 
from governments and influence their activities to 

an increasing degree. Any solutions found will 
require that both private and public financial 
policies: must meet as fully as possible the needs 

of the times. 

ele The Government of Nova Scotia is a participan 
in the national economic processes. The Government 
is also a borrower and has an interest in and 
co-ordinating role to play with other borrowers in 
the province. We are most anxious to be as well 
equipped as possible to provide maximum assistance 

to our people to enable them to reach goals of 
economic growth, stability and social progress. 

6% To help achieve the desired goals, 
government activities in recent years have expanded 
into a variety of activities far removed from the 
traditional functions of government. The legislative 
powers of government, monetary management by govern- 
ment and fiscal and financial operations of government 
areérall directed to adjusting the behaviour of the 
economy to achieve desired social ends. 


{3% It is clear that the more important powers 
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in the area of finance belong to the federal 

2 government. It is true that the problems of 
maintaining stability and growth are also to an 

4 increasing extent problems of the provincial and 

5 municipal governments. There must be co-ordination 
6 of federal’ and “provinétal°Pinanctat°-and fiscal 

7 policies if the maximum progress toward the larger 

8 objectives of national economic growth and stability 
9 is to be achieved. 

10 oF In this perspective, this submission will 
11 deal with a number of topics on which we feel competent 


12 to comment. 
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II PROVINCIAL AND MUNICIPAL 
FINANCING 
9. The Government of Nova Scotia operates on a 


balanced budget, current financial requirements have 
been met from current revenues, and this means that 
any borrowings are for capital account. The main 
borrowings are from chartered banks, from the saa ey of 
treasury bills and from the sale of debentures on the 
market. 

“O!, The ‘usual procedure followéd: is to Peatiate 
bank overdraft position, then to reduce these over- 
drafts by Sahenof wt reasury»bllbe, at & Lower interest 
rate, and finally to fund these expenditures by 

long term debenturerborrouhhs anathe capital market. 
Nova Scotia treasury bills have been sold by direct 
negotiation with the purchaser; amounts have varied 
as demands for short term money dictated. 

ne. Financial policies, of course, determine 
the behaviour of «the Provinceas a borrower but 

more specifically, judgment of the extent of the 
Government's borrowing capacity must enter the decision 
making. There are limitations to the long term 

bond market for any particular. borrower even though 
he may be willing to pay higher rates of interest. 
be Also a factor in-borrowing in the long 
term Canadian bond market is the monetary and 
financial policy of the Federal Government. When 
the Federal Government is financing deficits with 

no’ increase’ in the money ‘supply; then the:provinces 


have more difficulty obtaining funds and they have to 
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pay more for them. 
HG: If the Central Mortgage and Housing 
Corporation interest rate is high in relation to 
yields on long term bonds, the provinces will have 
to compete with C.M.H.C. for funds. If the Bank of 
Canada monetary policy creates high hese out rates 
and credit is rationed, the provinces are adversely 
affected. Conversely, if the Federal Government 
loans to provinces for specific projects: or,equalizes 
revenue potential, then those provinces have less 
need to exploit the capital market. 
14. Borrowing of other provincial governments 
has a marked effect on the ability of Nova Scotia 
to exploit the capital market. Other provincial 
bond issues are watched carefully and yields from 
Nova Scotia bonds do not deviate too much from, the yields 
of recent issues of other provinces having regard to 
the relative credit standings and the size of the 
issues. The large central provinces at times 
dominate the bond market and the timing of Nova Scotia 
issues must be adjusted to accommodate the larger 
issues of other provinces. | 
LEX Me mn rt psychology seems to be important 
in provincial finance. If provincial net debt 
inereases to bie point where it compares unfavourably 
With increases in the economy, investor psychology 
is adversely affected. If the price of issues is so 
high that they remain unsold for a period, there are 
further adverse effects and if, in addition, the 


issues are poorly timed, the adverse effect on investor 
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psychology can be cumulative. | 
16. It 1s believed that Insurance Companies, 
Trust Companies, and Pension Funds, as well as the 
general investing public, make up the pute of “the 
market for provincial securities. Banks are understood 
to be substantial buyers of our short and medium 

term maturities. 

Lt No serious difficulties have been encountered 
in marketing Nova Scotia debentures providing we ave 
willint to pay current interest rates. It is felt 
that the sale of provincial debentures can be improved 
if investors have more personal knowledge of the 
security in whichewey are investing. 

18. Historically, the Government of Nova Scovis 
has relied chiefly on the Canadian long term bond 
market, to a lesser extent on the mid-term bond > 
market and the specialized market provided by the 
chartered banks (Appendix T). 

19. Traditionally, Government of Nova Scotia 
debentures are long term. On these issues, a 3 per 
cent Sinking Fund is provided which will, with a 
continuance of today's rate of return on investments, 
accumulate funds sufficient to retire these issues 
in’fulkrat aAatdnd ee In the use of short term debt 
from! time to time, a careful watch is kept so that 
Short term maturities without substantial sinking 

fund are evenly spaced so as not to impose an undue 
burden “in “any ‘fiseal period. 

au: The same care is used in assuring that 


provincial treasury bills are kept within reasonable 
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bounds as to provision for retirement without undue 
burden in any one year. 
Bibs The general maturity structure of. the 
provincial debt is Shown in Appendix I. Total 
debenture issues in the past 10 years (1953-62 
inclusive) amount to $236,100,000. ‘Those with a term 
of over 10 years total $184,600,000 -- 5 to 10 years 
total $13,900,000 -- 5 years or less $37,600,000. 
Day, Total Debt Outstanding at March 31, 1962 
48 shown in Appendix II as $330,870,000. Of this total 
that portion. with aorternoverm 10 ,yearsi ls 47.7 per 
cent, of which 41 per cent is Canada pay and 6.6 per 
cent J ienpay ca With: a tern -of} 5)¢o pO ,ywears. .2(,-per 
cent, with 18.8 per cent Canada pay and 4.5 per cent 
we. Srepay yo witheecterm under 5 4years 1825.1 per cent 
of’cthe total; with 19.3 -per,;cent Canada pay and 
2.1 per cé@nvaiSy pay: 
2D The U.S:A. market has been used to a limited 
extent when the money supply in Canada appeared to 
be limited and interest rates substantially favoured 
U.S. borrowing. Other factors such as exchange, 
refunding and redemption risks must also be assumed 
in pare teh borrowing and the levels of interest rates 
will greatly influence any decision to go to the U.S. 
market. 
ale Nova Scotia has used both the tender system 
and negotiation with a sieBice in disposing of 
provincial bonds. The, Province does not have a 
fiscal agent. Most of the debenture issues in the 


past year were negotiated with a major syndicate, 
4 


4! a ms 
Ve) * 
{ ‘ 
= 
. 


‘ , : a ' 
yortyon 102 st es 


‘oubow, duoddiw dsq 


Ae 


ae Ku ( 
2 i eget ; 


edd Yo emdounde ytinutem Lereneg oT 9 Ee hed 


Leto I xtbneqga at, aworle hy tdep. intuctiucea mts 
“S-GRCE) tno CE deem odin eoveRt emudmedaD ie 
mired 6 id tw 920cT . 000, 00L, d€S3. oF tavoms (oviewLont : 
eee: OL ot @ -- 000,008. 88L¢ Istod ereoy Ot: ‘revo. To 
000 ,008, VEF apol to -erpey @ «+» 000,000, €1¢ Istod 
 S8CL Le cous te anthmsteduO, tdedvissoP! sown in 8S 
isdog ated 20 .000,078 .0Ed a8 Il xfhaeqqaA of nwode! at 


) sea y.Ytoet axvsey Of severed eidtiwototdsag tent 


oq 0,0 bas Yeq sbemsd et tne teq [i -clotnw “tovydass 


seq YS , assy, OL 0%.a, te pmted syeidiws ‘wee. Gel edmao | 
| 


) tnso v+eq,.2./.boe vsq sbensd tneo seq 8.0L %ttiw .dnes {at 
Ineo t9q £.c8 Bt arsey @ aebsau oted siddtw: wesqr. ad (jer 

i aA 
bys VSq SbsnBd troo, tom €.OL cddtw!, Letod ,sridiy'tor Or 


HUSQ nck. Ur titos areg ee 


bestmil 8s ot beau mood asAn cvonrem ~A.c. U ont eae F 
od bevtseedgs shsnsd.. at ylaavea venom edd medw tnetxs | 

Y : ; 

pervovst viistdastadua seteat deevedmt bas: bodimbh ed jos 


—egasdoxs es dove evodosl vedvO santwonsod? cit [IS 


bomugas. ed coals, deum adain mobsqmebet bas gafbavTet .— os . 
ester tdastetnt to, efevel edd; bis aniwoxrod sgtetot mt fs 


.8.U ont ot 09 ot potetoed yas soneultat yitsery! LI fw! rao 


. Soxnren 
modeye webaet odd ddod heay asd atiood sven . aoe 
| to anteaogelb.nt ongeieltte gs ldiw noldstvogen brs! ps 

8s eved ton e905 sontverd,enT) .abnod ae | 
ont of eoveel situinedeb end BO HOON sm 


‘idl Ss. vt neh cine 


Nethercut &é Young 
Terente, Ontaric A1861 


composed of 26 investment houses and five banks. 

25R ~ We consider that this type of marketing 
under current conditions has certain advantages over 
the tendering system: (1) We get very broad sales 
coverage which.we believe could not be obtained in 
any other way. (2) We get orderly marketing of the 
issues. (3) The price of the issues is set for the 
National Market and all are conscious that the 
investor must have a fair deal if we are to have 


marketing success on our next and future issues. We 


are, NoWéver, not committed to a negotiated underwriting 


agreement and we recognize that there may be times 
when a tender call is advantageous and we are always 
prepared to give consideration to competitive bidding. 
We are also prepared to enter into a private placement 
agreement should 10 be to our advantage to do so. 

26¢ Treasury bills are sold direct to the lender 
and investigation has shown that many lenders of this 
type of money prefer to deal direct with the Province. 
af. ' Nova Scotia has not found it necessary or 
desirable to issue Demand Paper, ‘Parity Bonds or 
Provincial Savines Bonds’ - A ‘decYrstorn to’ use& Ghi-s 
method of borrowing would require arrangements with 
the chartered banks to keep available a sufficiently 
large line of credit to meet any possible demand for 
redemption. It is questionable how large the line of 
credit would have to be and its availability has not 
rene explored with the banks. 

28. The Government of Nova Scotia must be 


concerned with the capital expenditures of municipal 
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units because a substantial portion of provincial 
capital expenditure is made by the municipalities and 
a part of such facilities as schools, hospitals, 
streets and sewers is financed by local governments. 
Borrowing for capital expenditures by municipal 
units of Nova Scotia requires in every case the 
approval of the Minister of Municipal Affairs. 
29g. In assessing the capacity of a municipal 
unit to borrow, the following factors are given first 
consideration: 

(a) total debenture debt of the unit and 

its relation to assessment and to 

population; 

(b) general economic.condition of the area; 

(c) ability of the ratepayers to service 

PP ce OHnErSes 5 

(dies ability ef? the banttintioe sell the debentures. 
The repayment period of any municipal borrowing may. 
not exceed 40 years under the present Municipal 
Affairs Act and, in: practice, borrowings’ for longer 
than twenty years are not approved except in very 
exceptional circumstances. For assets of relatively 
short life, correspondingly shorter repayment periods 
areurequiare at 
303 The Province has created a Municipal Loan 
Fund with an authorized total of 6.5 million dollars. 
This Fund is used to aid municipal units where the 
need is deemed urgent and the sale of debentures 
difficult: 
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1 to sell sebenioxes where the term of repayment: extends 
2 beyond twenty years. On projects such as water and 

3 sewer, where a repayment term longer than twenty 

4 years seems desirable, the Loan Fund can take the 

5 pontilon:-of dhe issue above the 20-year maturity. 

6 32. The use of this,Fund ts mot, encouraged 

7 for school purposes. The demand for.school financing 
8 is large and judged to be beyond the capacity of any 
9 Municipal Loan Fund that the Province could reasonably 
10 provide. 

11 35h. The Province maintains. a Hospital Loan Fund 
12 administered by the Department of Public Health 

13 and loans of up to half of total. requirements may be 
14 made to. a municipal unit for hospital construction. 

15 Construction grants are also available for hospital 

16 facilities and these are administered by the Department 
17 of Public Health. The first repayment on a loan shall 
18 be within one year from the date of the loan; . but 

19 if the municipality has borrowed additional money 
20 for the same purpose, then the Government may specify 
21 a date not more than eleven years from the date of 

22 the loan or the last advance, when repayment is to 

25 commence. This means in effect that if the 

24 municipality has issued other debentures and, -these 
25 are repayable over a period of twenty years, then 
26 the Government may provide that the loan from the 
24a Fund be repayable over a oeriod of twenty years 
28 beginning with the eleventh year and extending to 

29 the thirtieth year. 

30 B34, The Minister of Education, under authority 
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Of {Séction 9Gb°Cof the Education Act, “is ‘authorized 

to provide assistance to each municipal unit toward 
the capital cost of school buildings and equipment, 
Rigrant if the form -6f aproportiron-of “the annual 
debt charges on sums’ borrowed for school purposes. 
These proportions vary inversely with the fiscal 
ability of ‘the municipal units and range from O to 

86 ver cent. 

ay The Minister is’ also authorized under 
Section OF to pay the ‘provincial proportions which 

is calculated each year, of approved capital costs 
aid out of Funds other ‘thar funds’*borrowed .' Usually 
these costs are paid out of revenue but sometimes 

the munteipa P share of’ such costs ‘ts paid out of 
proceeds of an insurance policy or from donations. 
56), Control is exercised over the amount of 

the grant by establishing schedules of costs for school 
buildings, broken down into classroom units and other 
instructional units such as libraries, laboratories, 
auditorium-gymnasium and the like. If the actual 
cost of the school building exceeds the cost 
schedules in the regulations under the Education Act, 
the Province pays the proportion of the debt charges 
ons? For the schedute costs, “or Tor the’ actual” cost 
of the: biked ne’ Af the butldainge’ is’ ‘erected Tor 

less than the schedule costs. The weaderkc of’ these 
cost schedules acts to some degree as a check on 
excessive spending for school buildings. 

Yfke, The legislation also provides that the 


Minister may, if he so wishes, pay one-half of the 
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provincial pHopobbnon. dln esha ia ofa direct grant 

and the other half of the provincial assistance is paid 
in the form of a proportion of the annual debt 

charges. This provision in the Act was used for a 
short period in 1961 but was. discontinued. The 
provision in the Act, however, still remains and can 
be used at any time when sufficient futidsua re 


available. 


38% Normally, the municipal unit must borrow 


the complete amount necessary for the building and 

the provincial payment of a proportion of the annual 
debt charges does not reduce the amount that the 
municipality has to borrow. The payment of a share 
oftathe-debt :eharges.eachsyear, however, is in effect 

a guarantee of the repayment of that proportion of the 
debt charges and the municipalities Mei ne enabled 
to borrow money more readily than if provincial 
assistance were not provided. 

39. The Department of Municipal Affairs assists 
and co-operates with the municipal units in the selling 
of municipal debentures. This Department recommends 
the terms of repayment and the rate of interest. 

Tt co-ordinates the dates on which tenders may close, 
by reserving dates for this.purpose;..the.object of 
this is, of course, to ensure that two or three 
municipal units are not. calling for tenders at. the 
same time. The Department maintains a list of those 
to whom invitations to tender are distributed and 
prepares and circulates the invitation to those on 


that. list. The list includes among others all of those 
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who have purchased municipal depentlires pete past 

or ‘who request that their names be added to the list. 
It is intended as a basic list and invitatdons are 
sent to anyone designatéd by the municipality. There 
is nothing to prevent the municipal unit from preparing 
and distributing any other Need PadePSG it may wish. 
Practically all municipal debentures in Nova Scotia 
are sold by tender. There are’ one or two special 
cases bok HORE} the reasons are obvious ones, such 
as, (a) the issue may be too small to go through 

the cumbersome machinery of calling tenders, or 

(ob) it is the opinion of officials of this Department 
that no tenders would be received, or (c) tenders 

have been invited and none received. 

4O, With the exception of certain units ‘that ‘are 
experiencing acuive economic difficulties at the present 
time, municipal Weer aise this province generally have 
not had any serious difficulty in selling debentures, 
provided they are willing to pay ‘the interest charges. 
If it is recognized that the national 
interest is involved in the’’construction of certain 
facilities like schools and hospitals, and that such 
Fou eeucvilsrs is sometimes delayed because the 
responsible municipal units do not see the increased 
revenues BEL SHES meet additional debt chirees., 
then it would seem that a good case could be made for 
the Federal Government to provide the necessary 

grants or loans. This need for a loan fund created by 
the Federal Government has been stressed by the 


Federation of Mayors and Municipalities. It is not 
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obvious, however, that the control over municipal 
borrowing resulting from the administration. of a federall 
fund,wouldbe.an adequate substitute for.the present 
market -eontrols.,1t.4s considered: that. if steps could 
be taken by the Federal and Provincial Governments 
40nlLower. the.cost.of., borrowing.to.municdipal mwnits, 
that.this. would, be desirable; .provided it does not 
encourage borrowing. beyond needs and does not inc? se 
the cost of money for other borrowers. 

42., It is considered that the pooling of 
municipal borrowing. would increase the cost for the 
units with better credit ratings and they would not 
use.the pool. If there were defaults by some units, 
these would have to be met-by other users of the pool. 
4, Present total net debenture debt of all Nova 
Seotia municiyal unitesuwissof the order Me gS OG 5 yi OR a Thay 
dollars. Fifteen million was borrowed in 1961. 

The Province has no power at the present time to 
feuarantee the borrowings of municipal units. 

Ai There is nothing in the Province of Nova 
Scotia experience to, indicate that there should be any 
increase in the:term of municipal. uait.,loans..... There 
418 much evidence to support the statement that the 
sooner a municipal unit pays for its capitl expenditure 
eut of current revenue the better. 

45, In Nova Scotia, the per capita net debenture 
debt (Appendix III), during the period 1956 to 1960 
inclusive, for cities has increased from SOOO we, wie 
$216.91 and for towns from $91.40 to $99.37. The 


increase is modest in view of the development and 
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expansion of services inthe cities. and towns. In 
rural municipalities, during the same period, the 

per capita net debenture debt increased from $23.54 

to $/5.08. However, during that period, most of the 
rural municipalities were engaged in a school building 


programme necessitated by the change from the small 


local school units to a consolidated school system. 

It should be noted that the Province under the prov*sions 
of the Education Act’ pays a part of the cést of the 
School building programme ranging to a high of over 

80 per cent in some of the municipalities with a low 
assessment. ° Part of the’ ver capita’ debt Ws therefor 


an obligation of the province. 
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IIT. ECONOMIC AND. INDUSTRIAL 
N6, We feel that the Commission could well give 
consideration to the need for better planning and 
co-ordination, between the. orovinces,and the Federal 
Government» as,ome of the more important ways to 
combat economic recessions. .Appropriate federal 
policies that would tend to encourage provincial 
deficits in a period of declining economic activity 
nationally would be an added factor to agecomolish 
the national aim of more stable eeenomic growth. 
ATs Studies made by Professor Cairncross in 
1960, of the effect of monetary policy on the Atlantic 
region, brought the following observations: 
(1) There has been more (economic) slack 
in the Atlanticoregion than in the rest of 
Canada in the past few years. 
(2) A ease can be made for applying credit 
restricting measures more gently in this 
region and for measures to offset the 
effects on the region caused by a general 
restrbetdon,of credit. nationally, 
(3) There has been no attempt hy monetary 
authorities or the banking system to agiend 
particular areas of Canada from the 
eceonsequencese ofc credit restriction. 
(4) There have been few specific complaints 
in’ the; Atlantic | region of production: Lossvor 
curtailment of expansion plans ee eon 
refusal of credit during the times of credit 


restriction. 
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(5) The effects of credit restriction 
elsewhere in Canada and external events 
have affected Atlantic province business 
activity more than any shortage of bank 
finarnreec b 
(6) Future use of monetary measures to regula 
activity throughout Canada should be 
supplemented by more sélective instrumen:« 
of control that would assure a more even 
pressure of demand. in various parts of the 
COUNBHY > ee. Gad 
(a)oo"moralesuasion'’ on commercial 
banks to exempt selected areas from 
thevébubhL force Lofperediunnatponing . 
(py) * use of CMa One provide freer 
mortgage funds where unsatisfied 
demand for new houses could’ be-shown 
in an area of underemployment. 
(c) increased disbursement of federal 
funds through public works. or direct 
grants. 
48, In the report of the Royal Commission on 
Provinctal Development and Rehabilitation, Nova Scotia 
(1944), it was recommended that a vrovincial lending 
authority be established to make loans at an interest 
rate aS near’ as possible to the actual cost to the 
government of making the loan, and only after, thorough 
and competent investigation of the soundness of the 
venture, »It was contended that the economie position 


and circumstances of: Nova Scotia were such that capital 
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for local investment was not freely available. The 
Commmssioner, R. MacGregor Dawson, stated: "Large 
Aouhwistmere ter capital, such as occur almost 
spontaneously in highly industrialized regions, simply 
do not- exist in’ Nova Scotia,” for the ‘province lacks 
not only large-scale industries, but also the capital- 
accumulating businesses such as insurance, trust 
companies, etc. The concentration of the latter Sh 
Central Canada, in fact, results ina ‘continual drain 
of money to the central provinces from Nova Scotia 
investors. Another factor inhibiting the flow of capital 
for’ the establishment’ or’ expansion ‘of ‘industries in 
Nova! Scotia-~was a history of unhappy experiences with 
venture capital due to undesirable promotional 
practices. 

LQ, The-~Commissioner was’also of the opinion 
that the "small" industries that were to be assisted 
by®*thé-Industrial Development. Bank (the Bill to 
incorporate I.D.B. was then before the House of 
Commons ) would be considered fairly large industries 
by Nova Scotia standards and would be few in number 

so that the needs of the genuinely "small" Nova Scotia 
industries would still remain to be met. The subsequent 
history of the loan activities of the Government of 
Nova Scotia supports the Commissioner's contention. 
50. From 1944 to 1948, funds were provided 

for lending by capital vote of the legislature. In 
1948, the Industrial Assistance Act provided for the 
establishment of an Industrial Assistance Fund and 
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Industrial Assistance Act was replaced by the 

ee oe Loan Act and the Industrial Assistance 

Fund became the ,Industrial.Loan,Fund;.j\the size of 

the Fund .is not,limited by statute. The Act 

provides for the appointment of an Industrial. Loan 
Board to examine applications and make recommendations 
to’\the Minister)... The Governor, in| Couneileis;-not.bound 
by the: Loan, Board: recommendations but,.in practice, 
the recommendations are usually followed. The Act 
provides for regulations (A ovendix IV), most important 
of.which are that ‘the. Board,must, be satisfied that 
theisunds;ecannot.be: obtained,.from; others ources 

on reasonable terms and conditions, that the applicant 
must provide at least 50 per cent of the total funds 
required, that the proceeds are to be used for the 
acquisition of fixed assets, and that the term of 

the loan should not be substantially in excess of ten 
years. 

Bde » These regulations ee approved by Orcer 

in Council in-1955 and represent a policy evolved 
from operating experience over a period of years and 
they had been used as a guide for some time before 
being formally adopted. 

aya From the beginning, the Government's loan 
eos was intended to be a source of funds 
supplementary to the normal agencies. This was 
inherent in the explicit designation of the early votes 
for "smaller" industries. In processing. applications, 
efforts were, made to determine whether or not the 


applicant had access to other funds on reasonable terms}. 
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This. procedure was greatly simplified when the 
Industrial, Development Bank ,opened, a .branch, in, Halifax 
in, dine, 19564. it. then.~became.practica lL. to ansisk 

that. even the smallest borrower. make application 

to the Industrial. Development. Bank. . It is now 
established policy. to, require the applicant. to have 

a, letter from the Industrial. Development Bank, stating 
that his application has, been turned down before 1 
Wiil be considered. by, the Industrial. Loan Board. 

It. is. also now required that the applicant approach 

a chartered bank for assistance under the Small 
Business Loans Act if the application is one that. meets 
the requirements of the S.R.0.A. 

Pa ag The Government.of Nova. Scotia has also an 
Industrial Development Act giving broad powers to 
assist.inéthe establishment. or development. of. industry. 
The types of loan made under the Act include fishery 
development. in a single industry community, cold 
storage, facilities.for the apple. industry... an 

abattoir for the livestock industry? 

ee The prime purpose of this Fund is to 

promote economic development on a community or industry 
wide basis, and not simply to be a source of capital 
for an individual firm. While the requirements 
respecting the borrower's equity, for example, are 

not as exacting asunder the Industrial, Loan. Act, 

it..is. not. to, be, considered.as.a dlast.resort.,for 
applicants that cannot meet the standards of credit- 
worthiness under that Act. 


ay, The total money loaned for industrial 
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1 projects was $6,6645 43439 over a period of 17 years 
2 or 1ebs than. $400;000 a year.°/This represents 4 
3 comparatively small proportion of the total annual 
4 investment in manufacturing. Figures published by 
5 the Department of Trade and Commerce show investment 
6 in manufacturing in Nova Scotia for new capital, 
7 repair and maintenance of approximately $34 million 
8 annually in the laste @eeade (195221061) inclusive) . 
9 56 While the dollar amount of: funds loaned 
10 to industry by the Province is comparatively ‘small, 
11 the employment effects have been substantial. Total 
12 employment at the end of 1960 in firms established 
13 with the assistance of a provincial loan since the 
14 inception of the programme was approximately 1,400. 
15 Firms that were already in business at the time of 
16 receiving a loan, that is recipients of so-called 
17 expansion loans, had a cumulative total of about 
18 540 employees in 1960. Total employment in 
19 manufacturing in Nova Scotia was 28,168 in 1959. 
20 Br. For the development of the tourist industry, 
21 it was considered desirable to stimulate the provision 
22 of additional accommodation for visitors to the province 
23 The Industrial Loan Fund and Board dealt with the 
24 pigethie aatidhs and a total of $3,839,752 has been loaned 
25 for this purpose to 134 applicants. Interest rate 
26 of 5 to 64 per cent and a repayment period of 
27 | approximately 10 years applies to most of these 
28 tourist loans. 
29 5B In evaluating the employment impact of the 


weweme..13 provincial lending authority, we believe it is 
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to take a cut-off date after the first decade of 
operation. Increases in eto repent with the passage 
of a longer time may be due to altogether new and 
different investment. Information prepared for 

the Gordon Commission revealed that employment (new 
jobs) in new firms and new eeNOR plants starting 

in Nova Scotia in the period 1946-55 was approximately 
2,/00, or about 10 ver cent of the total number Te 
employed in the manufacturing industry. Industries 
established with government assistance accounted for 
4O per cent of the total emp loyment (new jobs) in 
these new firms and en branch plants. 

59. Pr’ EOS7, sta Seekernee established a Crown 
Company, Industrial Estates Limited. Its primary 
function is the construction of new plants for rent 
on a favourable long-term basis. It was noted enae 
other more viable industrial areas (New England} 
Toronto, etc.) had developed private financial 
institutions to provide facilities for industry on 

a lease back arrangement. It was felt that a similar 
service should be offered in Nova Scotia as an 
inducement for industrial development and expansion. 
Industrial Estates Limited is not prescribed by 
virtue of a firm's ability to provide funds from its 
Own resources or to raise money elsewhere. 

60, In the development.of a programme for 
inducing industries to locate in Nova Scotia and 
inducing existing Nova Scotia industries to expand 
or rehouse, Industrial Estates Limited has in the 


past four years expended on land, buildings and 
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services for tenantsia>total of $4,212,535, has 
loaned. on buiddingssagcainst reals estate mortgazes 
S469, 392,r-and has loaned on equipment’ against 
chattel: mortgages $166, 755.0. In addition. to these 
actual expenditures, there are atothe present: time 
eommitments for future expenditure of double this 
amount. 

61n Over» 1,000 versons are employed in new oz 
existing enterprises assisted by the company. 
Approximately 1,000 persons will be employed by 
industrdesewhich! Industrial: Estatesa Limitediis 
committedetovrassist. 


62, In 1936, the Government of Novar Scotia, 


in co-operation with the Government of Canada, .establisl 
a Fishermen's Loan Fund of $100,000 for the purpose 
of aiding in the re-establishment of needy fishermen 
in the province. Additional monies were provided 

by both governments until 1943 when the federal» 
contribution ceased. 

63. The original fund provided loans with a 
maximum of $40 to each applicant. This maximum 

was later raised to $100, the early emphasis was on 
re-establishments; loans were mostly for ofishing gear 
and the term was one year. The repayment record -was 
nov goodcandtlittlenstimulatthontof the industry 

was |evidents 

64, It was apvarent that the fishermen needed 
moréoinsthesway sofnfinancha lywatdsiand , inS1944,wafter 
the federal contribution to the original fund ceased, 


the Government of Nova Scotia enacted legislation 
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to establish the Fishermen's Loan Fund and a 
Fishermen's Loan Board to administer the Fund. The 
money is provided by a capital vote of the legislature 
and there is no specified maximum amount. | 
65. The Fishermen's oan Board screens all 
applications. and recommends to the Minister those 
applicants that. they consider eligible for a loan. 
Since 1944, the type.and.size of loan has-.changed 
considerably. Loan.applications will now be 
considered for. any. .fisherman,.resident in. the province 
for five years with at least two years' fishing 
experience and within certain age eR An 
incorporated .company .in the business.of processing 

or catching .fish is also eligible for a Fishermen's 
loan.a-Loan applications.will. be.considered for. the 
purchase, or. construction of boats, enginessor gear 
Of.a.capital nature, . The term of these loans is 

fixed by regulations. .of the Board and varies from 
three. years for a gasoline engine to twelve years 


for the larger and longer lived boats. Rate of 


tt 


interest charged,is 44 percent. Since enactment 
ofthe fet of 1944, the Government of Nova Scotia 

has loaned a total of 3 million, 300 thousand. dollars 
to J,J50 applicants... »WMost. of pPhese loans have. been 

for, the construction. of. new boats... .In. 1944, the naumber 
of loans wee. 44.,< total amount) $733;565.° of which 

$18,130 was for new boats. In 1961, total number 

of loans. was.115 and amount. was. $531,438, .of which 
$396,000 was for new boats. Losses written off have 


- 


amounted to approximately 13 per cent (Appendix V). 
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66. With this Loan Pung, the Government of 


NOVa ocOLia has provided a credit facility for the 
fishing industry to permit and encourage improvement 
and rapid modernization of fish catching equipment 

of a capital nature. It has provided measurable 
benefits to the fishing industry, the fishing 
community and the provincial economy. 

yi The Federal Government also offers a loan 
service to =the fishing industry’ through certain 
approved lending agencies. Maximum for these loans 

is $4,000 to one applicant; interest rate is 5 per 
cent, ft would appear that’ this [Ioan racility has 

not been used too widely in Nova Scotia. From 1955 

To L90e, LUG loane Were mace in Nova Seotia Tor 4a. tava. 
Or ste>,997. in all Of Canada, tne GOCa. Loamen by 
tits authority ror the 5 year period was $532,576 to a 
Copal oF (le agoLicanue:. 

68, It tsa’ well known fact that the 
organization of farms throughout Canada has been 
shifting significantly toward higher investment per 
unit. = From supplying their ores by way of 
horses and simple machines, the trend has been to 
heavy mechanization with concomitant higher cash 
operating expenses. Thus the cash or credit which 
each farmer’ must’ have at his command has increased 
tremendously. 

69. Farm credit has always been an important 
part of the farm business and one might add that there 
never was adequate credit available nor was Can page 


use’ made” of" credit in the agricultural sector. During 
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recent years, the sources of farm credit have been 
shifting more to Labetret iieveds and away from private 
lenders, to much higher amounts and to those forms 

of credit that are accompanied by supervisory or 
advisory services. 

FOt It must be emphasized that large amounts 

of capital are required nee efficient farm operation. 
Family farms, which form the basic structure of . 
Canadian agriculture, frequently require investment 
of up to $70,000. It is obviously very difficult 

for a farmer to repy this amount and acquire complete 
ownership of his property in the course of a single 
lifetime: The use of perpetual or longer term 
mortgages with the Aaneeot of aoloam tonthe: farm 
rather than to an individual should be considered. 
Tih. In 1956, the Government of Nova Scotia 
appointed a Royal Commmssion on Rural Credit. This 
Commission reported in 1957 and made twelve specific 
recommendations (Appendix VI). This Commission 

found that short term credit was available to farmers 
through the banks, credit unions, merchants and 
supply companies to an extent that compared favourably - 
with the credit facilities-avatlable to other groups 
within the economy. They found the major problem 

to be in the supply of long term credit and. that 

this problem was aggravated by the withdrawal of privat 
loan companies from the field of mortgage lending 

in Nova Sede nal Vand the resulting greater reliance 

on government agencies, primarily the then Canadian 


Farm Loan Board and the Nova Scotia Land Settlement 
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Board. After examining the adequacy of these eredit 
sources for the future development of agriculture 
in Nova Scotia, the Commission recommended a: merger 
of the two Boards with a pooling of the funds and 
aopro-rating of *the,losses. Thisimerger was not 
carried-out but changes in both: the N.S.1.S:B.-and 
the Canadian Farm Loan Board were made. 
bea The Nova Scotia Land Settlement Board 
Started as a relief measure in 1932 to settle 
unemployed miners. on farms.» As a land settlement ~ 
device, it was a failure and the Act was amended 
to limit the available funds to applicants with 
farming experience and some capital oftheir own. 
Die citet, niet limit of $3,000 was set and interest was 
fixed at 5 per cent. With these changes, the use 
of the funds declined but the number of Adeames 
also declined atia faster rate. In 1959, the 
maximum loan limit was raised to $30,000 for an- 
individual and $50,000 for a partnership. In 1960; 
the annual loan-total reached approximately 1.5 million 
dollars andointerest was: charged at 5 per cent. 
bo. The Land Settlement -Board-policyvof+ bending 
to bona fide farmers at 5 per cent is similar to the 
PederalaFarmeCredit Corporation ipolicys mLhe Land 
Settlement Board is five persons, a chairman and 
four successful farmers. The experience of thirty 
years,has Shown that local knowledge and interest 
is a decided advantage in making recommendations to 
the government on farm loan applications. 


* GAs . The Federal Farm Credit Corporation obviously 
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has greater resources to support a credit programme 

and extension of their activities noua provide more 
consistent: policies among’ the provinces. It has been 
Suggested that an tambien nade of=the 
possibilities of a merging or pooling’ of the efforts 

of these authorities so that more funds might come 

from the F.F.C.Cy which is in the: best’ position to 
provide them, and more supervision and local knowl. ’se 
might be provided by the N.S.I.S:B.iowhieh is in the 
best position to supply those factors.: In this way, 
the advantages that each has to offer to a farm 

credit programme could be made more effective. 

vba The Farm Imorovement Loans Act is used 
nowkehtetly as aosourcte Sffshortoterm credits fon 
machinery and equipment. Nova Scotia farmers 

also need to an-increasing degree credit-for livestock 
purchases or basic herd building, as one of the main 
areas open for increased value of production on farms 
in beef cattle. Farm itpeovements others than. machinery 
and equipment are also needed. The present upper limit 
of $7,500 for Farm Improvement Loans is’ now stra 
tovcbestoo low. -In view of the séale of investment 
required on a modern Nova Scotia larger farm unit, 

it would appear that $10,000 would be a more realistic 
maximum and the attention of the Commission is directed 
to this restricting. factor in the Farm Improvement 

Loan regulations. 

76. With larcer ’farnmeunits andotheir' closer 
integration with the business community as a commercial 


enterprise, theopossibilities: of: establishingrar"line 
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of credit" fpr a farmer by a single agency should 

be explored. If such an arrangement could be evolved, 
it would provide the flexibility in financial 
transactions now enjoyed by other sectors of the 
business community and a farm operator would have 

more freedom of action to take advantage of cash 
discounts and "good buys" ee they offer. .In the 
U.S.A., the so-called Co-operative Banks fulfill ¢: 3 
role for certain farm business organizations. We “ave 
no evidence that a separate banking institution is 
needed) in» Canadactosfill«thistgap , tnoagricultural 
credit cerry: but we would suggest to the Commission 
that more emphasis in this direction by the chartered 
banks would: be helpful. LtUsisepprobably true that the 
attitude of the chartered banks toward farm loans 

has changed somewhat through the last decade but most 
local managers are reluctant to advance a loan to a 
farmer unless such loan is secured by collateral 

equal to the amount of the loan and in no case will 
the period of the loan exceed three years. Three 
years might be long enough for a crop loan in Nova 
Scotia but it is not long enough for a livestock farmer 
GAY Nova Scotia farmers have established severa |]. 
co-operative marketing organizations, the largest 

of them, Nova Scotia Co-operative Abbatoir, 

Pas shemaineiaion $754,000; Scotian Gold (fruit and 
vegetable), capitalization $507,280; aA.C.A. (poultry), 
capitalization $127,408; Eastern Co-operative Services 
(farm supplies), capitalization $678,428. There 


are also 58 co-operative stores serving both rural 
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and urban communities with paid up capital of $2,476,76' 
and 210 credit unions meeting the credit needs of 
63,500 urban and rural members with total assets of 
$17,044, 244 

Weare The Nova Scotia Co-operative Abbatoir was 
assisted by the Government of Nova Scotia through 

the purchase of shares to the value of $200,000 

and an agreement to loan a further sum if needed tu 
complete construction and provide working capital. 
Total participation by the Government including share 
capital.and -loans was fixed at. $1,200,000... The 

loans are first mortgage at 5 per cent, the term not 
to exceed 30 years. Further assistance in the form 
of bank guarantees has been supplied to this 
enterprise. 

ED The Government also assisted the United 
Fruit Company of Nova Scotia, predecessor of Scotian 
Gold Co-operative, with loans for the construction 

of cold storage facilities. The apple industry of 
Nova Scotia, when faced with the loss of the United 
Kingdom market during and after the war, found it 
necessary to change ina relatively short period of 
time from a bulk pack and bulk movement of the crop 
to a single market (the U.K.), to storage, box pack and 
diversified markets. There were not the financial 
resources in the industry itself to make this change- 
over so Government assistance was deemed necessary 
and loans totalling $510,832 were advanced. Interest 
rate was 3 per cent and term 20 years. 


80. “ This provision of public funds for industrial 
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capital raises questions about the adequacy of private 
financial institutions to foster economic growth tn 
this province. ~The problem as conceived at the 
initiation of the Province's loan programme (1944) 
was not So much that there was an overall shortage 

of funds but rather than, because of historical 
and economic factors, risk capital was not readily 
available for° industry, particularly smaller indusewvy 
in’-Nova Scotia. 2°Studtes’madé since that time, white 
based largely on qualitative analyses involving a 
considerable measure of judgment, in the absence-of 
Financial ’statistnesoon arprovineltal basis, bear out 
this early assessment. 
Bl. Tome@over this ' institutional’ gap°so-called; 
various agencies and programmes have been developed -- 
the Industrial Development Bank, the Province's . 
airect lending programme, Industrial Estates Limited, 
and some modest moves in the use of private funds 
through local foundations. Funds provided have been 
medium and long-term credit mainly for the acquisition 
of machinery and equipment, and the construction of 
buildings, although there has been in some cases 
limited provision of working capital. 

82", | The Province of Nova Scotia welcomed the 
establishment of the Industrial Development Bank and 
urged the necessity of a Halifax branch several years 
before it was establisned. It is our view that. 
provision of an increasing proportion of medium and 
long-term financing by the IE.D.B. rather than the 


provincial lending authorities is a sound develooment. 
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83, Since the opening of the Halifax branch 

in 1956 and the resulting greater accessibility of the 
facilities to Nova Scotia firms, there has been a-— 
diminishing activity under the Provincial Industrial 
Loan Act. It has also made possible the sdtabTtetiadnt 
of a practical test regarding the availability of funds 
from other sources in the administration of the 
Industrial Loan Act. Our interest in the I.D-B. 

goes further than.a desire to use federal funds where 
available rather than our own. We recognize that the 
size and scope of the I.D.B. as a national institution 
give itvaccess to staff and resources that) the 
Pnovinceicannotvwateh. Theréiaretlimitsntoathe demands 
that can be met by voluntary advisory boards in screen- 
ing loan apubiea tion! A federal agency with a staff o 
' professional ‘engineers, economists and accountants 
should be better vlaced to administer funds for 
development .: 

BH, Statistics are not available to prove 

that Nova Scotia is a net source of funds for the 
Canadian banking system, but it has been suggested 

by Dawson and others thatn insurance, trust and loan 
companies drain off potential risk capital from this 
province. It would appear that there are two possible 
ways to increase local availability of risk capital. 
One is to provide public funds. The sther is to-have 
the centralized financial institutions co-operate 

in the establishient of regional pooling arrangements. 
We stated previously that no difficulties have been 


encountered in marketing Nova Scotia debentures provide 
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we are willing to _— current interest rates. ‘This 
may not be so, however, if the Province is required 

to borrow substantial sums of money for industrial 
eapital. The Province may be forced into this 
position (unless some Federal agency provides funds) 
because industrial capital in large amounts and for | 
long terms is not available to industrial uasértheines 
in this province, perhaps because of the reason 
referred to above. 

85. It is futile to deplore the extension of 
public agencies in this field if no other way to 

meet a widely felt need is devised by the private 
institutions involved. The dikwecreroeles taken up to 
now by the Provincial Government ite not. lead to the 
best long run allocation of resources but at least it 
is a partial solution. Market forces may take a long 
time to bring about desired changes in the allocation 
of resources. Years of frustratingly slow economic 
growth may justify a little impatience for in the 
long run, as Lord Keynes said, "We are all dead". 

86. No reference has been made to the role of 
the banks in the provision of short-term credit and 
one might assume that we cpnsider the aavitonor between 
short and longer term credit, clear, definite and 
sustained. Actually, the mortgage loans mace by 

the Province are contingent upon the applicant having 
adequate working capital and satisfactory banking 
arrangements. It is also realized that there have 
been changes in banié Solicy regarding term loans which 


have undoubtedly been reflected in attempts to satisfy 
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credit needs elsewhere. However, it is not sonaubre 
to isolate the effects of. such changes from other 
influences on the volume and pattern of provincial 
lending. 

Or? The same can be said with respect to the 
effects of monetary ease or restraint in the more 
seneral sense. The volume of funds loaned and the 
number of enquiries do not show a distinct relation- 
Ship with changes in monetary policy. .However, before 
the increase in activities of the Industrial Develop- 
ment Bank, there was an impression among administrative 
personnel in the lending authorities that interest 

in Government loans tended to increase with the 
uptrend in the business cycle and diminished on 

the downswing. On the upswing, more business 
opportunities seemed to appear or there was more 
optimism about existing situations. This, however, 

is more an impression than a demonstrable fact born 
out by statistics. 

38, , Nova seobfa egulerss life insurance companie 
under the Insurance Companies Act. The effect of the 
Act“ftsvthat sbisantes carrying’ on business in Nova 
Seotia must be registered under the Canadian and 
British Insurance Companies Act (Canada) erothehe 
Foreign Insurance Companies Act (Canada). We feel - 
that this is sufficient safeguard with respect to 
“golvency. Chaoter 9 of the Acts of 1962 amends and 
consolidates the statutory law relating to insurance. 
Part 8 relating to life insurance will come into 


force on proclamation and the rest of the Act on 
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89, Credit Union operations are regulated by 

the Credit Union Act, Chapter 64, r.S.N.S+), 19545» The 
Act provides for incorporation and regulation of 
Operations. The Board of Directors has the general 
management of the affairs of the Credit Union. 
Investments are limited to trustee investments in the 
orovince. Intereat rate on loans to members is 
limited to.d per cent per month (12 per cent per annum) | 
A minimum interest charge not exceeding fifty cents 
for a single loan can be made. Credit Unions have 
powers under the hot CO borrow to meet current 

local demands for funds. The Government of Nova 

Scotia appoints a Registrar of Credit Unions and 
Inspectors under the Act as required. 

90... The Act governing Trust Companies is the 
Trust;Companies Act, Chapter 300 of the R.S.N.S., 1954. 
This Act provides for the regulation, powers and 
internal management of trust companies incorporated 

by the legislature of Nova Scotia. The Act provides 
for the inspection of Nova Scotia trust companies 
annually, which is done by arrangement with the 
Federal Department of Insurance. The only oie 

agent trust companies incorporated by Acts of the 
legislature of Nova Scotia are the Acadia Trust 
Company and the Nova Scotia Trust Company. 

one | The Parliament of Canada is alae zempowered 
to incorporate trust companies. The Federal Department 
of Insurance also inspects annually trust companies 


incorporated by the Federal Parliament. There do not 
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appear to be any problems arising out of this divided 
gurisddebion.. 

92s Loanrcompantes “as odefinedrin ithe \Aethare 
regulated by the Loan Companies Act, Chapter 15/7, 
R¥SINSSvV§ L954elaThis Acteonhytapphiesctotbodan 
companies which have the powers set out in Sections 
54460 of the Act, among which are lending money on 
improved real estate up to 60 per cent of its valuc. 
Loan companiesmwhichoare regulated by this Act are 
incorporated by special actoof the LégtesdatuneaboPhe 
Aet provides for the inspection of loan companies 
annually, and this is done by arrangement silks the 
Federal Department of Insurance. The only two 
Nova Scotia companies which come under the Loan 
Companies Act are Nova Scotia Savings, Loan and 
Buklding Society and Yarmouth Building and Loan 
Society. 

93n The Parliament of Canada has also enacted 
legislation regulating Federal loan companies which 
is similar in scope to the Nova Scotia Loan Companies 
Act and provides for the same inspection. There does 
not appear to be any problem arising out of this 
divided gurisdietiion. 

94, The: Money-Lenders° Act, Chapter 181,°R.S.N.S., 
1954, provides a method whereby a borrower might obtain 
relief through the courts in a case where interest 
and charges on a loan are excessive. It should be 
noted that under this Act the "rate permitted" is 
defined: asia frate that is a legal and valid rate in 


respect of the loan and is not tin contravention of any 
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1 Act heretofore or hereafter enacted by the Parliament 
2 of Canada. 
3 Oe Under Section. 91 of the British North 
4 America Act, the Parliament of Canada is given 
5 exclusive hogislative power with respect to "interest". 
6| The Parliament of Canada has exercised that power 
7 in-manyrinstances,:and specifically -by semuas the 
8 Interest Act, the Money Lenders, Act, the Pawn Brokers 
9 Act, and the-Small Loans Act. 
10 One) In addition to, the Acts referred.to above, 
11 the. Legislature She ebipzovinee of Nova Scotia has 
12 enacted the Loan Companies Inspection Act, Chapter 
13 IBbSstRaSeNeSsg 2954s candnthenLoan GorporationsrAct, 
14 Chapter: 1595.R.S.N.S.4+. 1954. 
15 Of. The Loan Companies Inspection Act empowers 


the Minister to appoint a Superintendent to examine 
the affairs of every loan company. The Act has ee 
been invoked. 

98. The Loan Corporations Act applies. only to 
companies with head offices outside of the Provamee 
of Nova, Scot La,> and. provides. forthe furnishing of 
‘certain information. by.a Loan; corporation on registra- 
tion .or,,on requests. This: Act..is.. not. now..used, because 
every such company is. required to register under 

the Domestic, Dominion and Foreign Corporations Act, 
Ghapt ere han Ra So Sys 1L954h,; and, punsuant..to, that 

Act must. furnish or amy be required to furnish 
essentially the same information as under the. Loan 
Conporations Act. 


99, An examination of the Statutes of. the Province 
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of Canada will show that most, if not all, of the 
provinces have legislation hakotineete the activities 
of money lenders. However, it would appear that the 
provinces are largely limited to obtaining 
information with respect to the activities of money 
lending agencies and requiring full disclosure, and 
that effective control of interest rates can only 


be exercisedeby 'the Parbiament-of ‘Canada : 


100. The question as to whether’ or not" legislation 
controlling and regulating interest rates should be 
strengthened and extended is a complex one, and 

our’ only purpose in referring to the matter is to 
point out that the controlling or regulating» of 
interest rates, iP destrable,ycanconby berdealt: with 
effectively by the Parliament of Canada. 

Rew THe cSecurities ets Chaptersag68arRnts.Nege, 
1954, is the Act which regulates investment comvoanies 
and security dealers. All‘companies or persons dealing 
in securities or investments must be registered as 
brokers under the Securities Act, and all the security 
issues which these brokers sell must also be 
registered under the Act, givingrcomplete information 
regarding their affairs. Salesmen who work for brokers 
must also be registered. 

102, We have noted in several paragraphs of this 
brief the declkr oft ava isa biAdtiten wr stat ieee allida ta 

to delineate existing situations precise ly vor, To 

prove fairly obvious situations. Professors Dawson, 
Cairncross and other students of our economy have 


commented on this lack and the resulting handicap in 
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preparing useful information. Our recommendations 
Will deal with some of the immediate needs in this 
field. 

103. Reviewing the position of Nova Scotia in 
relation to the adequacy of the banking system to 

serve our needs, it has been suggested by Professor 
Cairncross "that bank credit has not been a major 
factor in the fluctuations in activity" in this resion. 
The prosperity of the primary industries and expenditures 
by the federal authorities, particularly defence 
saree: have been of great importance as an element 
in both capital and current outlays. Neither of 

these expenditures nor the production of primary products 
can have been much affected by lack of bank credit. 
Whatever the end cnics effects, the real effects of 
Ae ee: within the region appear to have 
been far less conspicuous than the damping effects 

of credit restriction outside the region and of - 
obstacles tO expansion in other markets. 

104, The financial problem of the Government of 
Nova Scotia is not fundamentally a borrowing problem 


but is a problem of adequate sources of revenue. 
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IV RECOMMENDATIONS 
1. We have reviewed in Chapter I our S#e¥incial 
and municipal responsibilities and problems and it is 
Clear that there are serious financial problems for som 
units now and as long as present trends continue, these 
problems will become more serious. We recommend 
that some means be devised to improve the co-ordination 
between federal and provincial governments so that “n 
periods of economic recession federal funds can be 
made available to provincial and municipal governments 
to enable them to follow counter-recession policies 
and accelerate programmes to Stimulate long run 
economic growth. 
2% We recommend that ways be explored to improve 
the timing and determination of the size of debenture 
issues but this improvement should not envisage the 
sétting up of any /authority to “decide “the timing 
for any provincial or municipal -issue or to arbitrate 
the amount. 
BS We have endeavoured to point out the ever 
erowing fiscal needs of municipalities and €hé increas- 
ing financial support given ‘by the provincial govern- _ 
ment to assist in meeting the needs. 

We recommend that a federal government loan 
fund be created that could be used by municipalities 
for the constpuction of certain facilities that are 
to some degree of national interest and that, if 
possible, the use of ‘this fund be regulated so that 
the funds could be used in the regional akenain 


to effectively counter recession periods. 
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Nine Werbve lieve,thatethereis sufficient evidence 
of mans adverse: effeet.on the Atlantic Region from 
severe credit restrictions in Canada to warrant a 
recommendation that the Commission make every effort 
toinevise a.more. flexible, control of credit in, Canada 
that- will recognize varying needs of different, areas 
of. the.country... 

se Tn jparacraphs O02 of the, brief, we refer 
o,dherlack,of adequate statistical data particularly 
nie. dinancial sector, If better snd mere useful 
planning of; their spending, taxing and,borrowing 
programme..is.to be done ,.by the provinces, they need 
access,.t.o,.morme precise and reliable data in many 
areas of finance and economics. We recommend that 
the Commission:examine carefully ways and means of 
Di eae ee UGG DCORLNCES Oya confidential 
basis if necessary any needed basic data that is now 
available to the Bank of .Canada, the Industrial | 
Development Bank and the chartered banks. It should 
be made ai bee 2 fora province to determine more 
exack ly.tbhann.is.now.possible its pogition as a 
eontributer.ofefuncs.to national, capital, markets. 

The would.be, desirable “£0. know more precisely the market 
Cor MTPOvVinewe. Securities: 

i, tn dealing with the ecriculture sector of 
our economy, we have pointed out certain factors 

in the Federal Farm Improvement Loan policy that 
prevent the fullest use being mace tn Nova Scotia 

of that &cility. We recommend that the present 


ceiling of $7,500 on Federal Farm Improvement Loans 
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1 be raised £6 a maximum of $10,000. We trust the 
2 Commission wld also examine the suggested change to 
3 a "line of credit" for farmers and explore ways that 
4 might bring” improvement” on the present situation of 
5 multiple sources of credit. We also recommend 
6 further examination of the possibility of pooling the 
7 resources of “the ‘Pederal’Farm Credit Corporatio: and 
8 the Nova Scotia Land Settlement. Board so that the 
9 best features of each can be brought to bear onthe 
10 long term credit problems of agriculture, 
i va Wée~have “sev’outY in the pried MARE 5 Ehers on 
ies on the extension of public agencies partiowlarim the 
13 Government of the province into the industrial loan 
14 field. There is much evidence of the need for growth 
15 in this field and there does not appear to be at presen 
16 any evidence that the imperfections in «the :capttal 
eS markets that have caused this extension of public 
18 agencies will be adjusted early: or easily. 
19 We recommend the contribution by the Federal 
20 Government of more loan capital at lower interest 
2% rates and longer terms to any area facing a need for 
22 Jorge Dlocke oC industrial capital to attain a 
25 Satisfactory level of economic growth. 
24 
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Debentures Issued During Last 10 Years 


| 6/15/53 
| 3/15/54 


gihi/1s/s4 


9/45/55 
1/2/56 

7/16/56 
2/15/56 
2/15/56 


| 3/1/57 


| 6/15/57 


12) 
13 
14 
15 


16 


BY 


1/26/57 
12/1/57 
ee 

5/15/58 
(5/15/58 
2/15/59 
2/15/59 
6/15/59 
1/15/60 
1/15/60 
4/1/60 
| 5/2/60 
WA SVAN9) 
£/2/60 
9/15/60 
9/15/60 


12/15/60 
» 12/15/60 
18 TS A/61 


19 


26 


22 


A/1/61 
7/1/61 
9/1/61 
2/15/61 


(42/15/61 
21) 


3/15/62 


Summary 


23 


24 
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gh 


1/4 
3/4 
1/4 
1/4 
1/2 


3/4 


5/16 
3/4 
a2 


1/2 
1/2 


1/8 


1/2 


3/4 


1/2 
1/4 
3/4 
1/4 
1/2 


Amount 


10,000,000 
8, 000, 000 
12,000, 000 
10,000, 000 
12,000, 000 
12,000, 000 
2,200, 000 
7,800, 000 
5,000, 000 
5,000, 000 
1,000, 000 
8, 000, 000 
5,000, 000 
5,000, 000 
10, 000, 000 
3,500, 000 
8,500, 000 
5,000, 000 
8, 500, 000 
1,100,000 
10, 000, 000 
1,000, 000 
10, 000, 000 
5,000, 000 
3, 000, 000 
7,000, 000 
7,500, 000 
1,000, 000 
10,000, 000 
1,700, 000 
10, 300, 000 
8, 000, 000 
2,000, 000 
10,000, 000 


10, 000, 000 


236,100, 000 


Term up to 5 years 
Term from 5 to 10 years 


Term over 10 years 


Term Callable 
16 6/15/67 
16 3/15/68 
16 11/15/68 
20 6/1573 
20 1/2/66 
20 7/16/74 
8 12/15/63 

1 12/15/71 

ay ae 3/i/t2 

20 6/15/75 

20 - 

20 12/1/75 
3 8/1/58 
6 ait 

20 5/15/76 
2 a 

20 2/15/77 
) a 
2 Hs 

11 mos. - 

20 4/1/70 
3 mos. - 

20 7/15/78 
3 4 

10 - 

20 9/15/78 

2+2 mos. - 
1 pes 

20 5/1/79 
5 a 

ae - 

ob 9/1/80 
5 

oo 12/15/81 

20 3/15/80 
37,600,000 
13,900, 000 
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236,100,000 
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6/15/77 
11/26/77 
12/1/77 
2/1/61 
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2/15/61 
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12/15/60 
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9/15/80 
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7/1/83 
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12/15/66 
12/15/84 
3/15/82 
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2 Appendix I] 


4 Debt Outstanding at March 31, 1962 


$ % Canada Use Canada & 
6 Outstanding Outstanding Pay Pay U.S. Pay 


7lrerm up to 5 years $ 83,175,000 25.138 19.396 2.116 3.627 


8\ferm 5 to 10 years 89,950, 000 27.186 18.374 4.533 S478 


erm over 10 years 157,745,000 47.676 41.027 6.649 “neo 


$330,870, 000 100.000 79.297 13.298% 7.405% 
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2 Appendix III 
3 
4 
Per Capita Net Debenture Debt - Not Including 
5 Other Long Term Debt - As At December 31 
6 
Year Cities Towns Municipalities All Units 
7 
1956 200.27 91.40 23.54 74,19 
8] 1957 195,98 92,91 33.00 78.97 
g| 1958 200.61 91,52 47.64 87.38 
i6| 1959 201.78 92.43 59.59 94.33 
1960 216.91 99,37 75.08 107.40 
11 
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REGULATIONS PURSUANT TO THE INDUSTRIAL LOAN ACT 
Made by the Governor-in-Council on 


the 25th day of March, 1955 (and 
amendments ) 


lL. In these Regulations, unless the Beale BP other- 
wiser requires: 

(adr, TAcit, meansathesindustriad: Loan act. 

(b bevihean!’ dmeludes: a guarantee of a loan 

made by another ayo 
2. The following activities are designated as 
industries or types. of industries to which the Act 
Shall apply: 

(a) The processing of raw or other material 
into substantially altered products deemed capable 
of developing or diversifying the provincial economy 
by? 

(1) The manufacture of new products, or 

(11) the manufacture of products produced 

in insufficient volume for the. provincial 

or wgional markets, or 

(111) the production of goods, for shipment 

to markets beyond the Province; 

Go) cthesbustness of -freeaine., curing, 
processing or packing of fish ih commercial quantities; 

tehnsfetyoe of osservice.or activity ebsehtial 
no: theatevehosient ropeanioinaipery cor aindustrbes defined 
bo ehawee (a) or (b) of this Regulation: 

(d) any other production activity which 


is necessary to the proper utilization of the natural 
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1 resources of the'Provinee, but not including the 
2 following types of ‘activity: logging, sawmilling, 
3 agriculture (excépt the operation of mink ranches or 
4 greenhouses) » WoteLling plants, pasteurizing, butter 
5 making, ining, qurPryineg > broadd¢asti neg} transvortation|, 
6 communications, publishing, the generation and 
a distribution of electrical entergy, retail or whole- 
8 sale trade, or, with the exception of hotels, the 
9 || provision of personal services: 
10 (e) the overvation of a hotel as "hotel" 
11 is\ defined by the Hotel Réeeulation Act. 
12 || (f) the operation of a trailer park, a 
13 Camp ines ite ‘or récreattonal facilities for tourists. 
14 (N.S. Laws,( 1958, page 521). 
15 x A loan shall not ‘be'made in respect of an 
16 industry as designated by these regsulations: 
17 (a) when in the opinion of the Board the 
18 funds required can be obtained from other sources 
19 on reasonable terms and conditions: 
20 (bo) unless’ the capital invested or to be 
21 invested in the industry by the applicant or others 
22 exceeds or approximately equals the amount of the 
23 loan; 
24 (c) primarily for the purpose of providing 
25 working capital, refinancing, consolidating indebterines sh, 
26 opnf oro thectransfer' of proverties; 
V$ ; (ad) fora period Substantially in excess of 
28 ten years; 
29 a Loans in respect of hotels.shall be primarily 
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(a) providing hotel accommodation in areas 
where the need is apparent; 

(b) increasing hotal accommodation in 
areas where the need is apparent; 

(c) effecting substantial improvements 
in existingaflacihittes: 
iy Loans may be made on the following conditions| 

(a) that thecloan lis; in the ooitnion of 
the Board, commercially sound; 

(b) that proper accounting record will be 
maintained by the borrower; 

(c) that adequate insurance coverage is 
assigned to the Province; 

(d) that suchoPorns bear interest at a 
rate of 64 per centum per annum ; 

(ce) such other terms and conditions as 
the Governor-in-Council deems advisable; 

6: The procedure for dealing with loan 
applications is as follows: 

(a) the applicant shall complete the loan 
‘application form and present’ it to the Secretary of 
the Board together with all information relevant 
to the application. 

(b) the Department of Trade and Industry 
Will make a thorough investigation and appraisal of 
the application and report thereon to the Board. 

(c) the Board may state thovterms and 
conditions under which it recommends that a loan be 
made. 


(d) the board may reject or defer any 
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application which it is not prepared to recommend. 
1‘ A loan in respect of a hotel shall not 
be considered by the Board until the Director of 
Industrial and Tourist Promotion has submitted a 
written opinion; 

(a) as to the need for the hotel facilities 
or improvements, as the case may be; 

(pB) as to the quality of the facilities 
planned; 

Cedi as to the capabilities of the applicant 


to provide the services proposed. 
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Appendix VI 
REPORT..OF .THE.ROYAL COMMISSION ON. RURAL CREDIT 


PROVINCE, OF, NOVA.SCOTTA, - _ 1957. - 


Se ee 


REC OMMENDATIONS 


Nose 


(a) That the government of the Province 
of Nova Scotia open negotiations with the Government 
of Canada for the establishment of one Board (apart 
from Veterans! Land Administration) to serve as the 
sole government agency for the supplying of long term 
credit to farmers in Nova Scotia; 

(b) That the majority of members of the 
Board be appointed by the Provincial Government 3; 

(c) That funds be supplied by the Board 
by both the Federal and Provincial Governments; and 

(ad) That responsibility for losses be pro- 
rated between the two governments. 
No. 2 

In view of conditions in NOva Scotia, if 
a joint arrangement cannot be achieved between the 
Provincial and Federal Governments with respect to 
establishing one Board to provide mortgage credit 
to farmers in Nova Scotia as outlined in Recommendation 
No. Ll, the Commission recommends that the Agriculture 
and Marketing Act of Nova Scotia be amended to permit 
the Nova Scotia Land Settlement Board to enter the 
general field of AbrHeaaee lending so that. as 


comprehensive a programme as possible of agricultural 
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development may be undertaken consistent with sound 
lending’ procedures and in the light of production 
and market possibilities and the availability of funds. 


No. 3 


That, in view of the importance of the farm 
woodlot to so many farms in Nova Scotia, greater 
recognition be given by the Government lending agency 
OP agencies to the forest land on farms as security 

« for mortgage loans. 
No. 4 

(a) That the ee: dhe for the repayment 
of loans granted to individual borrowers by the Nova 
Scotia Land Settlement Board be raised from the 
61st birthday to the 66th birthday; and 

(b) That the remaining age, experience 
and occupation requirements of the Nova Scotia 
Land Settlement Board and the Canadian Farm Loan 
Board be retained. 

Ho. 

(a) That the maximum amount of loan or 
assistance granted to an individual on the security 
of the farm property or properties be increased to 
$20,000; and 

(b) That, with special reference to the 
Agriculture and Marketing Act of Nova Scotia, 
proportionate adjustments be made in the amounts to 
partnerships of eG and three or more persons. 


No. 6 


(a) That moneys provided by governiment for 


loans to farmers be advanced at a rate of interest 


be ih 


a 


a 


| i a 
ta : becca rs } *% 


to wet at .tsdiT 


mist oft to somedroqm: ond 
rod eoTR .ptsooe svow at amrst ynsm og oc Jolpoow 


yorsas antbriol dnematsvod said yd nevig ed no fltingoost 


~diauoes es anrat mo basil tastot ert of eetonegs To 


-angsol osegdrom yotT + 


inemysqes eft sot dimtl ess eft teniT (8) fae 
ue | evel ent vd axsworvod Isubivibat od bednsta amsol! to i<t 


ee add mort beats: sd bso tnomeldtea boat stood — jer 
pais iysbritrid dved ond od ysbddrtd gal 


gsonoiregdxe, .sgs sntnismoes odd tent (d) 


sBttooa svow ens to adeemetiepes notdsquoso bis, lat 
Heol mist metosasd odd brs: biB0d dooemeldted baal ive 
.bentstdex ed brs0d |3t 

@so fe 

to msol to dnyvoms mumixem edt tsdT (8s) : 0% jos 


ydiuvoee add mo [subivibnt ms ot bednsrg sonstateas los 
od boesstont ed eeldtegotg ito Yoisqortq mxrst ont ‘to jee 

; Hho Sdbosl « 2000,0S8 ies 

eNt od soneneteot Istoogqe ndiw .cedT (aii deildave [as 

_etdoo® sve to. toA gntveiusM bie omdiuoltgA |e 


ot e¢nyoms sat ot sbem sd etnomteuLbs sisnots1ogqorg 


anoaxeq erom 10 serdd bas ows to eqinerentrsg 


Jol dneminreves vd bebivorq aysrom JeciT (im) l aretsy 


4 none Jestetmh lo oder s de beonsvbs od. aiemrst Od 2 ysoL 
_—s Oe Sern “4 oar ci) 5 oT we ba 
a , - a i ° : & aa : 7 7 
: =?) 


— 


Nethercut & Young 


Toronto, Ontaric | A1906 

1 which in the Lone run will approximate the cost of 

2 money to the government; and 

3 (bo) That, if administratively feasible’, the 
4 contracts between the lending agency and the borrowers 
5 be subject hereafter to periodic revision so that the 
6 rate charged to all borrowers will be ‘equalized and 

7 kept in line with the rate paid: by the “overnment. 

8 Nori 

9 That the present maximum term of thirty 

10 years on mortgage loans advanced bythe government 

11 board(s) remain unchanged. 

12 No. 8 

13 (a) That regulations regarding agricultural 
14 implement loans under the Farm Improvement Loans 

15 Act be amended to provide for a longer period of 

16 repayment for mobile implements such as tractors, 
7 combines, hay balers, and so forth (RefoP.c. 1957-4. 
18 See. '5 (a) “rth )eae Of: tanta 

19 (bo) That the consolidation of small loans 
20 contracted under the Farm Improvement Loans Act 

1 be permitted up to the maximum of any individual 

22 loan to enable the borrower to take advantage of the 
23 longer terms applicable to larger loans provided that 
24 such consolidation is) not ire onsistent with certain 

25 specific regulations such as those screferred to above. 
26 No. 9 

27 That Regulation No. 6 of the Nova Scotia Land 
28 Settlement Board be apoended by inserting the clause "who 
29 in the opinion of the Board is capable of the successfull 


30 operation of ithe farm tor lard “in respectbvot which he 
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seels: assisitance''so\'as) to’ read as follows: 

RoOlaAndn @hohimaltirfor assistance as a 
settler who is a Canadian citizen shall make 
a down ‘payment of not less than 33-1/3 per 
cent. of the purchase price of the farm land 
or other: agricultural land purchased from 
the Board, provided however that the Board, 
in the case of an applicant who has had 
Preatiwevac, aericulclural colbere on ti sui 
club work or has gained experience from 
lifetime work of a well operated farm or 
farms, or who in the opinion of: the Board 
is capable of the successful overation of 
the Daan ore blondie respect® of whieht he 
seeksiassistance,may, in its discretion, 
accept from such applicant a down payment 
of? not besss than O° per centowor the ourchase 
price. off the farm om other asnieultural’dand 


purchased from the Board." 


(a) .That, depending on circumstances, 
deferment of payments on vrincipal but not of interest 
be permitted up to three years following: the granting 
of the loan, as now moe deh by the-Agriculture 
ands MarketdngofctwdRevised Statutes of Nova Scotia, 
1954, Part( KIX TSet sale ,ré5d 0b 

(b) That if a borrower makes repayments 
in advance of the due dates, the amount so repaid 


besa put iinoa fund atointerest, to be drawn upon in 


the future either in the event the borrower fails to 
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make. a regular payment or ultimately to liquidate 
the. final, balance, of. the loan, 
N Quy, ot 

That,unless. administrative difficulties 
Ane Gooereat or che coat Morven bloive ‘loans *sranted 
under conditions envisaged under either Recommendation 
No. 1 or No. 2 be insured to cover eventualities arisin 


either -.from.-the death or disablement of borrowers. 


(ay That’ in order to provide “for 
consultative and guidance or supervisory services 
to agricultural borrowers both at the time of 
negotiating for loans and later during the course 
of repayment, steps be taken to relate the work of 
the Farm Management Division and of the Forestry 
Services of the Departments of Agriculture and 
Marketing and of Lands and Forests penmestwels 1S 
the work of whatever lending agency or agencies are 
retained or bee i aaah in’ relation to Recommendation 
MO. rh oeme WO: aes 

(v) That when each application for a loan 
is received by the lending agency a member of thé 
supervisory personnel submit an appraisal of the 
economic possibilities of the plan proposed by the 
prospective borrower; 

(c) That such report be filed with the 
application for reference purposes and be used as a 
guide by the lending agency when considering the 
eranting of the loan; and 


(ad) *"THat in addition to collective and 
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recording specific and technical information 
respecting the individual farm units and operators, 
the lending agency collect and evaluate general 
information regarding the agricultural and forestry 
situation and outlook for the purpose of detecting 
general changes in economic conditions that will 
impinge upon the agricultural industry of the province 
and will-have a bearing, therefore, on the policy 


and programme of supplying credit to farmers. 
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SUMMARY OF 
A BRIEF TO BE PRESENTED TO 
THE ROYAL COMMISSION ON BANKING AND FINANCE 
by 


THE NOVA SCOTIA CREDIT UNION LEAGUE 


We should like to express our 
appreciation to the members of this Commission 
for the opportunity to appear here to-day and 
express the views of the Nova Scotia Credit Union 
League on the question of banking and finance 
and in particular, the objectives, the operations 
and the role that credit unions in Nova Scotia 
play in the present working of the financial 
and monetary system. 

The Nova Scotia Credit Union Lbaree 
is a federation of the ‘credit: unions’ in Nova 
Scotia, most of which are located in small towns 
and rural communities. All credit unions in the 
Province, with one exception, are members of the 


League. 


1. STRUCTURE, ORGANIZATION AND MANAGEMENT 
Historical 
The Credit Union Movement in Nova 
Scotia dates back to 1933. It was started and 
received its guidance for the first twelve years 
from the Extension Department of Saint Francis 


Xavier University. This was but one phase of 
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the programme popularly known as the Antbgonish 
Movement, which the University launched in an 
effort to effect improvements in the economy and 
the lives of the people in Nova Scotia. A more 
detailed account of the A acrriniieurc 3 of this 
Movement, and the contribution it has made, is 


contained in the Brief accompanying this Summary. 


Number and Distribution 

(a) The Number of credit unions in 
Nova Scotia as of the 30th September, 1962, was 
clO with 63,000 members and assets of $17,044,000. 
They are located throughout the Province but 
one-half of the total number of credit unions 
are of the community type located in rural 
communities. The remaining one-half are divided 
between urban community, industrial and parochial. 
In recent years there has been a consistently 
steady growth in assets, growth but at a lesser 
rate in membership and some contraction in the 
number of credit unions operating because of 


merging and liquidations in small rural communities. 


Nature of Operations 


(a) Basically credit unions are the 
Same throughout but there are minor differences 
in operations between credit unions serving 
different classes of people such as farmers and 
industrial workers. Income is different: for 
these people resulting in differences in the rate 


of deposits, size and purpose of! loans and the 
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1 repayments thereof. Most differences are more 
2 a matter of degree. 
3 

| Creek eee eer eerues 
od be (b) The organizational structure in 
j Nova Scotia is similar to other regions. The 
: Lanes dink is a member of the local union; it 
in turn is affiliated with the League; and the 
; League in turn is affiliated with the Credit 
i Union National Association which is actually an 
, international body. 
11 
12 Functions of Officers 
13) P7 (d) Each credit union has a board 
14| of directors of not less than five members, a 
15 | credit committee of not less than three members, 
16 and a supervisory committee of three members. 
17 The board is charged with the responsibility of 
18 directing the general affairs of the credit 
19 union, such as determining policy. The credit 
20 committee has the general supervision over all 
21 applications for loans; and the supervisory 
22 committee acts as an internal auditing committee. 
23||P8 The same general pEcdacien prevails 
24 in the League and Credit Union National Associ- 


ation. The League has a board of twelve elected 
by the delegates of credit unions at the League 
annual meeting. It is responsible to direct the 
general affairs of the League. It appoints a 
credit committee with authority to act on all 


loan applications. The responsible officers of 
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CUNA are likewise elected by delegates from each 
League and has duties similar to those of the 
directors of the League or a local credit union. 
PY The League, through its field staff, 
supplemented by outside assistance, carries on a 
vigorous programme of education and training for 
the officers of all credit unions. °Courses of 
various types are offered along with a wide 
assortment of literature, operating manuals as 


well as technical assistance from League staff. 


II. LEGISLATION AND SUPERVISION 


P10 (a) Legislation 

Credit unions in Nova’ Scotia operate 
under the Credit Union Act which was placed on 
the statute books in 1933 prior to the inc or- 
poration of the first credit union. Basically 
the credit union legislation is very much alike 
with any major differences'appearing in recent 
years as more attention is being paid to the 
revision of the various Credit Union Acts. There 


are no major improvements that we have in mind for 


our - Credit Union Act. It is working reasonably 
well and is being amended as a need seems to 


suggest some changes. 


Pll (bv) Supervision 
All credit unions in the Province are 
inspected annually by Government Inspectors 


appointed by Governor-in-Council and directly 
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under the supervision of the Registrar of 
Credit Unions. Up to this time the supervision 
of credit unions has been relatively good. It 
could be improved by added staff to allow more 
time for the inspectors to discuss inspections 
more thoroughly with the boards of directors. 
We think, too, that Gene Waerab lente cua be given 
to the supervision of credit unions coming 
directly under the new penuneacary of Finance 
and Development oe emits recently by our Premier 
where more attention could be directed towards 
the growth factor of credit unions since these 
organizations can make a substantial contri- 
bution to the improvement of economic conditions 


among many of our people. 


Ple (c) Internal Supervision 

The internal supervision of credit 
unions comes within the jurisdiction of the 
Supervisory committee. This committee is not as 
effective as we would like to see for a number 
of reasons which we outlined in detail in the 
main Brief. Along with this committee we have 
an excellent bonding programme, good government 
inspection, independent audits for wi preaie 
unions over $2,000,000 and a constant vigilance 
exercised by the staff of the League. These, 
plus the programme of education for directors 
and committee members, eoviae a system of con- 


trols and checks that assure the highest possible 


degree of safety. 
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IID) neeASSETS 


(a) Cash and Liquid Reserves 
There is no requirement in our Credit 
Union Act which specifies any degree of 
liquidity. But, as a matter of policy, the 
League staff and the inspectors encourage and 
strongly suggest that credit unions maintain 
about 2cO per cent of their assets in liquid form 
with 5 per cent of this being retained in 
actual cash. The balance to be kept in in- 
vestments and deposits with the League. 
Generally this advice has been well received 


by the credit unions as our reports would in- 


dicate. 


(b) Form in which Reserves are held 

The major portion of the credit union's 
liquid reserves are held with the League, either 
as investments in the League's share capital or 
in League deposits. A very small amount is in- 
vested in other securities by our credit unions. 
Credit Unions also have borrowing powers which 
make it possible to borrow up to 50 per cent of 
their combined shares, deposits and surplus 
accounts with the approval of the membership and 
the consent of the Registrar of Credit Unions. 
It is our opinion that our credit unions have 
adequate in the form of liquid reserves which have 
ranged in recent years between 17.9 per cent 


and cO per cent, 
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(c). Suggested changes 


2 Since we feel our liquidity is adequate 
3 we have no suggestions to make either in legis- 
a lation or in practice to improve this without 
5 decreasing unnecessarily service to the members. 
6 

Investments 
7 
8 P16 (a) Most credit union investments are in 
9 League shares which are withdrawable upon 
10 approval by the League board. The League board 
11) is limited to the amount it can authorize for 
12 withdrawal in any one year to 10 per cent of 
13 the paid-up capital of the League. Other in- 
14 vestments held by credit unions are of aivtrustee 
15 nature and would consist ‘of bonds. of the Govern- 
16 ment of Canada or the Province of Nova Scotia 
17 along with some municipals, institutionals. and 
18 those of trust companies. It would be ‘our 
19 opinion that few, if any, bonds have maturities 
20 longer than ten years. In most cases those 
21 investments are held till maturity. 
22||P17 (b) We feel that the present provision 
23 allowing investments exclusively in those 
24 securities authorized by law for trust funds 
25 and investments in the League is sound and in 
26 the best interests of the credit) union: Better 
27 returns could be had-with other investments but 
28 it may encourage directors to purchase invest- 
29 ments that. are speculative with greater risk, 


30 /pi8 (ce) There is no division of responsibility 
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on investments between the credit unions and 
their League or central in Nova Scotia. § Such 
decisions are made exclusively by the respective 
boards. Since the actual amount of investments 
carried by our credit unions is so'small as to 
be almost insignificant we feel that there is 

no good reason why any change in the present 


legislation or practice should be advoéated at 


this time. 
Loans and Mortgages 
(a) As a matter of policy credit unions 


do not enter into the mortgage field in any 
degree. A few credit unions have made mortgage 
loans but these are for the most part the few 
larger credit unions in the Province, The 
major portion of the resources of credit unions 
are used to meet the demand for small short- 
term.loans to its members,» All applications 
for loans must be approved by the credit committee 
of each credit union. The criteria used in 
appraising credit risks are three-fold: 

(a) The applicant's character, 

(b) The purpose of the loan. 

(ec) His ability to repay. 
Ordinarily credit is not rattoned except in so 
far as to say that preference is always given to 
the small borrower. If additional funds are 
needed to meet the demand the credit union may 


borrow from the League or elsewhere, 
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(bd) Directors as Borrowers 

Directors, committee members and 
officers may borrow from their credit unions, 
But if their request is for an amount greater 
than their savings in the credit union plus the 
value of stocks:°and bonds of Canada or the Pro- 
vince, then the application must be approved by 
a meeting at which a majority of the credit 
committee are present together with two directors 
and one member of the supervisory committee 
sitting together. The vote in favour must be 
unanimous and the director or officer applying 
must not be present when the vote is taken. 
(c) The most commen collateral taken is 
that of a co-maker. The use of other security 
is becoming more prevalent such as chattel mort - 
gages and assignments of life insurance. 
(da) Basically there is no significant diff- 
erence in lending practices between regions 
within the Province. 
(e) The maximum rate of interest that a 
credit. union may charge is 12 per cent. This 
rate compares favourably with the rates of those 
banks with personal loan departments and is con- 
Siderably lower than finance companies and most 


other sources of credit of which we know. 


EV. WabLABIDITEES 
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portion of the credit union's liabilities. 

Five credit unions do offer a personal chequing 
service to their members and the aggregate of 

the deposits held by these few credit unions 
would account for the major portion of ‘total de- 
posits. All other deposits held by credit unions 
are on demand. In most cases credit unions do 
not pay a rate of interest for deposits and where 


it is paid it usually is from 2.°to 2 1/2 per cent. 
Shares 


(a) Shares ina credit union are actually 
units of savings and not shares in the accepted 
sense. They are encouraged in credit unions as 
being the member's permanent savings.. They are 
withdrawable at any time but the credit union 
may demand notice of intention. The'value of a 
share is $5.00 and in Nova Scotia a person be- 
comes a member only when he has at least one 
fully paid-up share. Being a shareholder anda 
member entitles one to all the benefits and 
privileges of a member. 

(b) We do not have any eopedeis informa - 
tion at this time on the rate of withdrawals but 
We are attempting to ascertain this and make it 
available later. | 

(c) The average return on shares for the 
year ending in 1961 was 3.135 per cent with the 
highest rate being 5 per cent. 


(a) AS a general rule the rate of dividend 
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1 on shares does not influence share business to 
y any great extent, For example it may reflect 
3 when the difference is betweennno dividend and: 
4 Say 3 per cent but is not sensitive to the 
5 difference between 3 per cent and 4 per cent; 
6 This is not’a serious problem in our credit 
7 unions. 
8 
9 V. RELATIONS WITH OTHER 
FINANCIAL INSTITUTIONS 

10 
11 || P23 Our relations with other financial 
12 institutions has been very friendly. We do 
13 business daily with the banks and in our opinion 
14 have developed very cordial relations. Our 
15 . relations with other financial institutions are 
16 not quite the same since we have less occasion 
17 to have relations with them. We do not feel 
18 that we are competitors in the accepted sense 
19 aS we are not in business for pfofit and there- 
20 fore do not have the same motivation for getting 
21 business just for the sake of another account. 
22 We are concerned with providing the best possible 
23 service to those eligible for credit union 
24 membership and this we try as best we know how. 
25 

P24 We recognize that other financial in- 
s stitutions are able to offer more conveniences 
- because of location, office hours and resources. 
: Where we have full-time credit unions with greater 


resources we are able to render a service that 
30 
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compares favourably with other institutions within 
certain limits. Our smaller credit unions do 

not have the-same advantage. Nevertheless many 

of these small-credit unions are located-in areas 
where there is no bank or other institution and 

in such cases the service offered by credit 

unions is significant even if it is limited and 


at times inconvenient. 


(b) We would prefer to reserve commenting 
on the proper field of activity for credit | 
unions except to suggest that credit unions are 
democratic organizations, owned and controlled 
by the members and it is they who will determine 
from time to time the various activities in 
which credit unions will engage. Other comments 
on this will no doubt be made by the national 
committee since this will have national ramifi- 
cations. We would also prefer to make no 
comment on the question of clearing excepting to 
Suggest that the clearing facilities of: the 
banks are being used in a limited way in Nova 


Scotia with reasonably good results. 


VI. EARNINGS, EXPENSES AND RESERVES 


(a) A complete breakdown of the Income and 
Expense of credit unions in Nova Scotia for the 
year ending in 1961 is found on page 51 of our 
Brief, 


(b) Each credit union must set aside 
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annually 2O per cent of its net earnings into a 
Guaranty Fund or reserve against loss due to 
uncollectible loans. All write-downs are examined 
by the Government Inspectors and the supervisory 
committee. It is also common practice to re- 
verse any interest paid on such accounts to the 
principal so that: the guaranty fund is: used: only 
to write-off the principal balance -remaining 
after adjusting the interest that has been paid. 
After paying all operating expenses, 
providing for reserves, including education, 
the balance of surplus remaining is returned 
toethe members as a dividend on shares and/or 


a rebate on interest paid during the year. 


CONCLUSION 


In this summary we have tried to pre- 
sent to you in a very brief form the answers to 
many of the questions which you placed before us 
for comment. We hope that we have done this 


satisfactorily in this brief. form. 


Respectfully submitted on behalf of 
Board of Directors of the Nova Scotia Credit 


Union League 


(signed) R. MacMullin 
MANAGING DIRECTOR. 
14th March, 1962. 


Antigonish, Nova Scotia. 
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A BRIEF TO BE PRESENTED: TO 
THE ROYAL COMMISSION ON BANKING AND FINANCE 
by 


THE NOVA SCOTIA CREDIT UNION LEAGUE 


We should ace to express our appreci- 
ation to the members of this Ccumineton for the 
opportunity to appear here to-day and express 
the views of the Nova Scotia Credit Union League 
on the question of banking and finance and in 
particular, the objectives, the operations and 
the role that credit unions in Nova Scotia play 
in the present working of the financial and 


monetary system, 


The Nova Scotia Credit Union League 
ls a federation of the credit unions in Nova 
Scotia, most of which are located in small 
towns and rural communities throughout the nese 
vince. All credit unions in the Province are 
members of the League in good standing with one 
exception. A more detailed explanation of the 
League and its operations will be dealt with in 


paragraphs 45 to 69 on pages 13 to 21. 


L. STRUCTURE, ORGANIZATION AND MANAGEMENT 


Historical 
Historically the Credit Union Movement 


in Nova Scotia dates back to January 1933 when 
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the first credit union was incorporated. How- 
ever, it is difficult to discuss the historical 
development of credit unions in English speaking 
Canada without mentioning Saint Francis Xavier 


University and its Extension Department. 


The Extension Department. of Saint 


Francis Xavier University was opened. in 1928, 
This was one of the peak years of the so-called 
prosperity era. To many people, the good 

times of the 'twenties! were positive proof 

that the millenium had arrived. Men forgot the 
dark days of the past; in their wildest imagin- 
ation they could not dream of the darker days 

to come, They revelled in the high tide of 
good times which reached its crescendo in the 
late twenties and collapsed in such a 


spectacular manner in October, 1929. 


The founders of the Antigonish Move- 
ment had not been deluded by the prosperity of 
1928 nor had they to wait for the depression of 
1929 to become dissatisfied with the old order. 
For decades before this the farmers and, fisher- 
men of Eastern Canada had endured great de- 
pression. There were a few notable periods in 
which they had fairly good times, but in the 
main the old order meant poverty and misery 
for thousands of .them. It is not..surprising, 
therefore, to find that the population of. the 


seven Eastern counties of Nova Scotia declined 
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by over 26,000 in the forty year period from 


LE Ak te! ol 9k 


The lot of the industrial worker was 
not much better. In boom times, especially 
during the last war, the industrial towns 
pulsated with life, but in between they suffered 
an economic blackout and became ghost towns 
Where no real human happiness could flourish. 
The loss of large numbers of people from Eastern 
Canada acted like a pernicious anaemia on hun- 


dreds of communities. 


Long before the economic convulsions 
of the thirties had shocked our people into 
the Real vaution something was radically wrong, 
a number of people in Eastern Nova Scotia had 
interested themselves in a possible programme 
to improve conditions in this country. Some of 
these were professors at the University, others 
were agricultural workers, and others pastors 
of rural parishes. These were individual planners 
and thinkers, each with his own set of ideas as 
to what was wrong with the world, with Canada, 


with these Eastern provinces. 
People's School 


The first solution proposed and ex- 
perimented with was to bring the people to the 
University for the benefit of better education. 


Hence the 'People's School! was organized. 
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Groups of people with varying educational back- 
grounds were brought to the University for 
periods of six weeks and given instruction in 
various fields of knowledge. The response showed 
that people were anxious and able to learn but 
the experiment was discontinued after four years. 
It was recognized that only a small percentage 

of the people could be reached in this way and it 
was decided that the benefits of the University 
must be brought to the people instead of having 


the people come to the University. 


P? The second stage in the development 
of the Movement came with a series of Rural and 
Industrial Conferences, attended by leaders in 
all walks of life who were anxious to enquire 
into the economic difficulties of the people of 
Nova Scotia. Out of their discussions came 
the conviction that education of the type which 
would reach out and be operative in the lives of 
the great majority of the people must be the 
first step to reform and social improvement. 

To organize this educational programme and 
develop the necessary techniques, the Extension 


Department was set up. 


Pau Basic Principles of Adult Education 
The techniques to be used developed as 
the Movement grew, but from the beginning certain 
basic principles were established. These were 


as follows: 
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1 1, The primacy of the individual. This prin- 
Z ciple was based on both religious and 
3 democratic teaching: religion emphasizes 
4 the dignity of man, created in the 
) image and likeness of God; . democracy 
6 stresses the value of the individual and 
‘i the development of individual capabilities. 
8 c. Social reform must come through education. 
9] Social progress in. a democracy must 
10 come through the action of the citizens; 
11 it can only come if there is an improve- 
13 ment in the quality of the people them- 
13 Selves, That improvement can only 
14 come through education. 
15 5. Education must begin with the economic. 
16 People are most keenly interested in 
17 all concerned with economic needs. 
18 Economic reform is the most immediate 
19 necessity because these are the most 
20 pressing. 
2i 4, Education must be through group acticn. 
22 Group action is natural because man is 
23 a social being. His problems are group 
24 problems. Any effective adult education 
Zo programme must, therefore, fit into 
26 this basic group organization of society. 
2% So. Effective social reform involves. funda- 
28 mental changes in social and economic 
29 institutions. It,is necessary to face 


the fact. that real reform will necessitate 
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1 strong measures of change which may 
2 prove unpopular in certain quarters. 
3 6. The ultimate objective of the Movement 
4 is a full and abundant life for everyone 
5 in the community. Economic co-opera- 
6 tion is the first step toward a 
7 Society which will permit every in- 
8 dividual to develop to the utmost limit 
9 of his capacities. 
10 

Pil After its organization in 1928 the 
= Extension Department set about to put its pro- 
i gramme into operation. Various techniques were 
9 used but probably the most effective in its early 
i years was the organization of study clubs in most 
¥ communities of Eastern Nova Scotia. These small 
i groups of from eight to twelve persons gathered 
3 in each other's homes weekly to discuss problems 
7 of the community and search for ways and means of 
solving them. Literature was prepared by the 
sa Extension Department to provide food for thought 
i and later with detailed information on specific 
: projects, such as credit unions. 
23 
24 ||P12 In 1931 the Extension Department in- 
25 vited Mr. Roy F. Bergengren of Boston to speak 
26) at the Rural and Industrial Conference on Credit 
27 Unions. By the way, he was hired by Edward A. 
28 Filene of Boston to promote the organization of 
29 credit unions throughout the United States. 


2 Filene had seen the operation of credit unircns 
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in India about the turn of the century and he 
also heard of the work done in the Province’ of 
Quebec by Alphonse Desjardins who introduced 


the credit union idea to this continent in 1900. 


Birth of Credit Unions in Nova Scotia 

AS a result of Mr. Bergengren's visit 
to Nova Scotia in 1931, it was decided that 
credit unions could become a very worthwhile 
project for the people of Nova Scotia to develop. 
In 1932 the Nova Scotia Credit Union Act was 
placed on the statute books of the Province 
and in 1933 the first study groups were ready 


to apply for the incorporation of a credit union. 


From 1933 on the Movement spread in 
Nova Scotia to all counties of the Province. 
It also started spreading to the other provinces 
of Canada, excepting Quebec which already had 
Such a Movement since 1900. It is safe to say 
that the Extension Department of Saint Francis 
Xavier University provided some of the original 
leadership in the development of credit unions 


in all provinces with the exception of Quebec. 


Not only did our Credit unions emanate 
from this educational background, but it was a 
principle of the Antigonish philosophy that A 
continuation of the educational programme was 
essential for the proper functioning of these 


credit unions. Provision for such a continuing 
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programme will be found in credit union legis- 
lation as well as in the actual operation of 


the credit unions and their League. 


Integrated Philosophy 

It is also well to potnt out that in 
this Province credit unions have maintained the 
philosophy of the Antigonish Movement. In this 
concept there is no distinction made between 
credit unions and other co-operatives. The 
Credit Union Mcvement is considered an integral 
part of the co-operative system, and like other 
co-operatives it is considered to have a social 
and educational as well as economic significance. 
Hence credit unions are considered as co-opera- 
tives with its own legislation, its specific 
spheres of operation and its particular objectives, 
but still a part of a total co-operative pro-- 
gramme as envisaged by the founders of the Anti- 


gonish Movement. 


(a) Number, Membership and Distribution 
From its early beginnings in 1933, 
the Credit Union Movement in Nova Scotia has 
gradually developed into a sound and healthy 
Movement of substantial size. In 1937, which 
is the earliest year of official consolidated 
statistics, there were'71 credit unicns with 
12,000 members and assets of $269,045. The 
total amount loaned to members in that year was 


$374,924. In 1961, just twenty-five years later, 
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there are 210 credit unions with about 63,000 
members and assets of just over $17 million. 
The total amount loaned during the year 1961 


was $11,369,460. 


In the early years the rate of growth 
of our Credit Union Movement was rapid, 


especially in the organization of new credit 


unions and in the number of members. In more 
recent years the rate of growth has somewhat 
slowed down but nevertheless there is a sound 


and consistent growth in all departments. 


Organizational Growth 

In the first ten years of recorded 
Statistics the number of credit unions grew 
from 71 to 219. Starting in the eastern counties, 
the Movement spread to all parts of the Province 
so that by 1946 the distribution of credit unions 
was practically province-wide. In the next ten 
years from 1946 to 1956 the net organizational 
growth was very small, actually a net gain of 
only three credit unions. New credit unions were 
Still being organized but we were also faced 
with the problem of inactive and defunct credit 
unions that were casualties of the war years and 
the Beneral changes in conditions in society. 
Most of our credit unions were organized in 
small rural communities which very often lost 
in population between 1939 and 1946. These 


credit unions had served their purpose and now had 
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to be liquidated. 


Since 1956 and up to the present the 
Situation is not too different. We recognize 
that we spoon almost reached the saturation | 
point as far as new credit unions are concerned. 
We are also continuing to close out substantial 
numbers of small credit unions, especially in 
rural areas. Sometimes, too, several credit 
unions are merged to meet the changing conditions 
in our society. Paved roads, better transporta- 
tion, and the development of new centres of 
business makes it natural that credit unicns 
respond to these new conditions. This explains 
Why we have actually fewer credit unions in 
Nova Scotia to-day than we had in 1956. Since 
the organization of the first credit union in 
Nova Scotia in Januaryner 1933, there has been 
a total of 319 charters issued as of the 30th 
September, 1961. Of this number, 109 charters 
have been cancelled. Small rural credit unions 
accounted for 75 of these while the remaining 
34 were made up of industrial, small towns and 


other. 


Membership 


The growth in membership has shown 
consistent increases each year with the possible 
exception of the years between 1954 and 1957 
Which shows little change. There are two reasons 


for this. First of all this was a period of 
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general house-cleaning of inactive accounts 
when many accounts were dropped from the 
membership because the amounts were exceedingly 
Small and the members inactive or their where- 
abouts unknown. Secondly, the Credit Union Act 
was amended to re-define a member as one who 
had a fully paid-up share of five dollars. 
This, too, removed many from the official 


listed number of members. 


Growth as far as assets are concerned 
has been very consistent over the years. This 
also holds true for the total shares and de- 


posits in our credit unions. 


Distribution of Credit Unions 

The distribution of credit unions in 
Nova Scotia extends from end to end of the 
Province. All counties in the Province account 
for credit union activity in varying degrees. 
It would be our considered opinion that eleven 
counties have a sufficient number to provide 
service to the great majority of the residents. 
Three counties are fairly well covered but there 
is still a small potential of new organization, 
probably another fifteen credit unions will be 
the maximum potential in these counties. In 
the romaliieé Mowe counties the number of credit 
unions is small in relation to the potential. 
There is the possibility that another forty to 


fifty credit unions can be eventually organized 
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in these areas. This largest potential for new 
development is located along the south shore of 


Nova Scotia and through the Annapolis Valley. 


Types of Credit Unions 

The Credit Union Movement in Nova Scotia 
is predominantly of a community nature, although 
there are a number of credit unions serving 
industrial, parish and other groups. In 1960 
we had 208 credit unions which we classify as 
active. Of these 104 were located in rural 
communities, The remaining number were located 
in urban communities and were classified as 
follows: 

Occupational and industrial 5 

Parochial 14 


Community urban 38 


While one-half of our credit unions are 
d@ the rural community type it is interesting to 
note that the urhan credit unions of the various 
types account for a much larger percentage of 
the total membership and assets of all credit 
unions in the Province. 

For more detailed information on the 
size, peuecaaeae and distribution of credit 
unions we refer you to Appendix Table 1, attached 


to this Brief. 
(bo) Nature of Operations 


Basically all credit unions in Nova 
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Scotia are similar in their general operations. 
However, there are slight differences to accommo- 
date and be in harmony with the needs and desires 
of the members which they serve. This is natural 
since a credit union is a democratic organization 
and is responsive to the wishes of the members 


within the limits set by the Credit Union Act, 


Rural Credit Unions 


Let us look first at our rural community 
credit unions which is the largest single 
grouping in the Province. By and large the 
savings habits are different than in an urban 
area. Income is not so frequent, there is not 
the same convenience to make deposits as cash 
income is not as great. -As a result deposits 
will be made less frequently and in all pro-. 
bability in small amounts on an annual basis. 
Therefore, the growth in these credit unions 


Will not be as spectacular. 


Likewise there is a difference in the 
credit needs of rural people. They have all 
the legitimate needs for credit that their 
brothers in town may have but along with these 
they gate a variety of other needs of a 
vocational nature. These will include the 
seasonal needs for credit to purchase seeds, 
fertilizers, insecticides, etc. They also re- 
quire credit for production purposes such as the 


feeding of hogs, poultry and other livestock until 
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marketing time. It would be our opinion, there- 
fore, that a rural credit «unton, if it is to do 
the job required of it, will need greater re- 
Sources per member than a credit union in an 
urban area with the same membership. Unfor- 
tunately our best run and most progressive 
credit unions have not been able as yet to pro- 
vide for all the credit needs of their members, 
although in recent years the growth of our 
rural credit unions gives us a great deal of 


optimism. 


There is also another important 
difference in our rural credit unions in that 
rural people cannot repay their loans on the 
same weekly or monthly schedule as those in 
urban areas with a regular weekly or monthly 
pay check. As a result of this the resources 


of the average rural credit union are longer in 


use by the same individual than in an urban area. 


Because of these different circumstances 


the average rural member will make deposits 
monthly or less frequently. His loans are 
usually for larger amounts on the average since 
Regret have needs in excess of urban people; 
and his repayments will be either monthly, 
quarterly, half-yearly or a single payment upon 


maturity. 


Again, because of circumstances, it is 
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common to find differences in the make-up of the 
board of directors and communities. Because the 
number of leaders is relatively small and 
scattered over a wide area we find that the 
average board in a rural credit union would. be 
made up of six to nine directors as compared 
with from nine to twelve in urban areas. Very 
often, too, the board, credit committee and 
Supervisory committees will meet jointly in 
order to avoid some of the inconvenience of 
getting out to meetings. This is an advantage 
in so much as all elected officers have an 
opportunity of discussing common problems in 


their monthly meetings. 


There are other minor differences 
between rural and urban credit unions such as 
the difficulty of providing top-notch service. 
But generally the disadvantage of these rural 
credit unions are more than off-set by other 
advantages, the most important of which, in 
our opinion, is the traditional spirit of 
neighbourliness and friendship that exists in 
rural communities. This makes the idea of co- 
operative activity through a credit union a 
natural for them and provides an added opportunity 


to discuss other common problems of the community. 


Urban Credit Unions 
Urban credit unions have a number of 


advantages. Regular pay cheques provide the 
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1 opportunity for regular systematic savings, 
2 with its potential for more rapid growth 6f 
3 resources for the organization. > It also 
4. facilitates the lending department in as much 
5 as repayments of loans are more frequent allowing 
6 for a more rapid loan turnover, which in turn 
(| permits the credit union to provide service 
8 to a larger number of its members. 
9 
e P34 The potentially larger membership makes 
it easier to attract more leaders with capa- 
: bilities who are usually more conveniently 
‘ located and can give more attention to the 
- operation and promotion of the credit union. 
ie There is also the advantage of being closer to 
r facilities for education, promotion and opera- 
ie tional guidance, along with the availability: 
of persons skilled in these various fields. 
‘i The potential for a more rapid growth is also 
- an incentive in the urgan areas and means that 
i Such credit unions have a greater opportunity 
4 to reach the point in their development where 
.. there is less dependence on volunteer help. 


24 P55 Industrial Credit Unions 

The industrial type credit union has 
both advantages and disadvantages. Payroll de- 
duction, office space, the availability of 
facilites and trained personnel can and do help 
greatly in growth and development of a credit 


union. There is the disadvantage though that 
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usually the members live long distances from 
the plant which makes it difficult to arrange 
meetings of the boards and committees in such 
a way as to assure that proper attention is 
given to all aspects of the credit union's 
affairs. However, this is overcome to some 
extent by the fact that such groups can meet 


more frequently even if for shorter periods. 


Despite the differences that may appear 
between the various types of credit unions, there 
is no major difference in the basic policies and 
practices. Generally the members of all credit 
unions emphasize the habit of thrift and wise 
borrowing. Loans are made only to members and 
the same policies are common to all credit 
unions with slight variations to the limit that 
may be loaned on character and the types of” 
security more readily accepted. Bookkeeping 
is standardized with only minor changes made 
because of size or particular situations. 

Boards of directors meet monthly with special 
meetings called on occasion for some urgent or 
Special matter. Credit Committees as a rule 
hold a regular weekly meeting but all do meet as 
often as it becomes necessary. The supervisory 
committee is not so active which is unfortunate 
because it is a vital committee and is supposed 
to perform a very responsible funetion. All 


credit unions hold an annual meeting which 


aay 
Rete 


. a 
ae 


efOrA . 3 e | - * 
mort soonsvetb: anol ost avedman E 


oRnBTTS oF S1yoLtIth $f eexvam dotdw pevies ent is 


dove mi asstdimmo5 big abtsod edd ‘to aanmtteem 


et coidnetts teqorq dsdt siyees of as Yaw s 


rete see’ altoiny tibet eid. to atooqesi Lis ot fevig je 
a emoe OF" OMG STSVO gt.etdhd .vevewoH veristis 4 
x jeem ms0 equota dove tend dost edt yd tnetxe i is 
‘ ‘ .abotveg vedtoda tol If meve yltneupett stom \8 | 
a yeeqas vsm dedt curtain aandal ad iqeed | aed a ‘ 
Ph. eted? .atiotay dibeto to eeqvd avotisv sdd neewied a oe 
4 . bis estotloq otesd eit af Ss0nestetttb totem on ef . 
F tibers [ip to etedmem ofd vilsrensd) .asottostq— i a 
" satw bos sitedd to sided end ostesdqme enotay = 
pig exedmem ot vido ebsm ete ensod: .antworr0d a 
+thevo [fs of commoo ots astotfloqeoamse orld 2 
tend timtl odd o¢ anotdsinev ddatfie ddiw anolay ne 
“t6 aequi eid big tedostedo no. bensol sd vsm i 
antqeexNeod .batqeoos yiibsst stom viltuose lo : 
eabem esansdo tori vino ddtw bestbisboasse el - | 
vanottevtite tsiuotdtsaq to este ‘to seyugoed i 
[etooqe Adiw yindrnom deom atosgosi1ib To eprgod ¥ 
aa 7 io dnegiy emoe tot moteso90 mo beff{so agnitesm 7 
con gfut sg as aoedtinmod dibetd ‘<aiddied {stooge si 
es teem ob [is tud aniteom wlnoow celuaer s bLod Tec 
viosivreque eT wisaasoen gemosed df as nedto ee 
tbe . 
estenudrotnu at dotdw evidos oa Jon at gous:tmmo 9 | | A 


beseoqqua af bas ‘sacs thea 8 et tb eowsoed 


gr =f Bo 


[DA 90 £3 orm eLdienoaaes . 8 mso39q ‘on 
fe LIaBS'tR 

datew | antveem Lavans ais lod eno Enw pret: 

y santnevbemth sxp°a2 ytadT,; nO | 


ee aa wh 7 


Nethercut G Young 


Terente, Ontaric A1940 
1 provides every possible opportunity for the 
B) members to receive reports from the officers, 
3 directors and committees, express their pleasure 
a or displeasure and elect those from among the 
4) members to serve as directors. or committee 
6 members, 
7 

Preparation for Organization 

° P37 All credit unions are organized after 
: a period of study and preparation. In the early 
- years there was general insistence upon a period 
7 of study through study groups of from three to 
‘ six months. In more recent years this has not 
- been possible to the same extent but nevertheless 
. there is still insistence on the part of League 
en organizers that those wishing to organize hold 
a a sufficient number of meetings to acquaint 
? themselves with the philosophy of credit unions, 
3 the duties and responsibilities of the various 
i offices and committees and the general informa- 
_ tion that is necessary for a sound and expanding 
2 organization. Educational material is provided 
for all such groups in whatever quantity is 
Ss necessary along with guidance and direction by 
i the League organization. 
25 
26 League Assistance 
27 | P38 Special and detailed assistance is 
28 given to the Treasurer in the manner of book- 
29 keeping, operational practices, suggestions for 


a 30 further educational and promotional work, followed 
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1 up by periodic visits from League staff to help 
2 with balancing, making reports, etc. As a matter 
3 of practice the League organizer will continue 
4 visiting such a treasurer and the other officers 
5 as long as they need this type of assistance, 
6 
’ P59 The duties and responsibilities are 
. as set down in the Credit Union Act. These are 
A explained to all potential groups during the 
- preparatory stages and after organization it 
i ls general practice to arrange a short course 
- with those involved to give them further inform- 
PP ation and guidance. Such short courses are 4 
i continuing part of the League's educational 
‘ programme each year, These courses are further 
Supplemented by week-end institutes, special 
_ series of meetings with boards and committees 
He on a regional basis and other types of schools 
for advanced training. 
19 
20 Chapters 
21 ||P40 Where groups of credit unions are con- 
22 veniently located in proximity to each other 
23 we have organized chapters which meet monthly 
24|| in an educational session. The subject matter 
25 discussed and studied is tailored to fit the 
26 particular needs of the credit unions in the 
27 area, 
28 
. P41 Since the League is a federation of all 


the credit unions it is only reasonable to expect 
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1 that it will be interested in the sound develop- 
2 ment of credit unions. Therefore, its most 
3 important function is to provide leadership, 
a training facilities and every assistance possible 
5 to the credit unions. This assistance takes 
6 various forms from the supplying of educational 
7 literature, operational instructional manuals 
8 to custom tailored promotional literature and 
9 technical assistance with specific problems. 
10 If professional information, such as legal 
11 guidance, is required we attempt to make this 
12 available. 
13 
i P42 | So that you may have an idea of the 
type of educational assistance and material 
: that is made available to our credit unions 
: we present with this Briéf an assortment of 
some of the educational leaflets, pamphlets and 
a booklets in use. 
19 
20 (c) Structural Organization 
21 ||P43 In general the structural organiza- 
22 tion of the Credit Union Movement in Nova Scotia 
23 Ls similar to that in other provinces and states, 
24) - 
o P44 The base of the organization is, of 
ns course, in the individual since it is a 'People's 
Fe Movement'. The individual members belong to the 
= local credit union which for the most part is of 
= the community type. The common bond is by virtue 


of the fact that the member is a resident of the 
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1 Same small community, a member of the same 
2 parish, an employee of the same industry or 
3 of some other well defined area or group. 
4 
. The Nova Scotia Credit Union League 
: PAS These local credit unions have feder- 
y ated themselves into a provincial organization 
; known as the Nova Scotia Credit Union League. 
, The League has been a natural step in the 
A development of the Movement. The first credit 
re union was organized in Nova Scotia, in January 
= 19535. By the end of 1933 several credit unions 
| located in close proximity to each other held 
i a meeting to exchange ideas on common problems. 
- By the end of 1934 these, plus several new credit 
unions organized in the meantime, called an 
- official meeting for the purpose of setting up 
i an organization to speak in their behalf, to 
s co-ordinate educational efforts and to provide 
i other services needed. This was actually the 
a beginning of what we now know as the League. 
a In 1938 it was officially incorporated under a 
us special Act of the Nova Scotia Legislature. 
24 || p46 In its original legislation the. League 
25 was designed exclusively as an educational body. 
26 Its objects and purposes included the following: 
27 (a) To promote the organization and develop- 
28 ment of credit unions in, the Province 
29 of Nova Scotia, and to encourage co- 


. 30) operation among credit unions; 
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(b) To disseminate information regarding credit 
unions and their methods of organization 
and operation; and to foster by every 
lawful means the common good and welfare 
of credit unions; 

(c) To improve the internal management of 
credit unions and to co-ordinate their 


operating methods and practices. 


In its first years the League was not 
a self-supporting organization. Practically all 
of the organizational work was done by the 
Extension Department of St. Francis Xavier Uni- 
versity or unders its direction. Its management 
and office help was also provided by the Univer- 
sity. However, from the beginning the League 
did levy a small dues assessment on its credit 
unions to help defray operating expenses. AS” 
the credit unions grew in numbers and in size 
the League was able to assume an increasingly 
large sharecéf its costs and by 1945 it was a 


completely self-supporting organization. 


Printing Department 

With growth in the Movement naturally 
came other developments. Standardization of 
bookkeeping was always an objective. Very early 
in its operations it started to carry in stock 
the necessary books and record forms for credit 
unions which were imported from the CUNA Supply 


Co-operative in Madison, Wisconsin. This source 
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of supply became very limited during the war 
years and because of this it was decided 
necessary that the League establish its own 
small printing department about 1940. A small 
Multilith was purchased along with other 
necessary equipment to produce these standard 
forms for the credit unions. This service was 
set up as a department of the League and has 
continued to provide this same type of service 
along with others up to the present. Along 
with standard bookkeeping forms, this department 
does custom printing for credit unions as well 
as carry a stock of educational literature of 
all types. It is completely self-supporting 
and has rendered an excellent service through- 


out the years. 


Deposit and Loan Department 


Another interesting and important 
development in the Movement took place during 
the war years on the League level. Because of 
war-time conditions credit unions were faced 
with increasingly large amounts of surplus cash. 
Loans of the small personal type were not in 
demand as before because of rationing and other 
war-time restrictions. At the same time there 
developed a demand for larger, long-term loans 
for the acquisition of homes, aggravated to 
quite an extent by the shift of population from 


the rural areas to the urban centres which were 
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bustling with economic activity. 


unions were confronted with this demand and 

were tempted to enter this field since money 

was available. However, the League Board 
studied this problem and did everything possible 


to discourage credit unions from entering into 
A great amount of the 


this type of business. 
surplus funds were diverted to the purchase of 


war bonds through an effort organized by the 
However, this was recognized as but a 
A better solution to 


9 
10 League. 
11 temporary arrangement. 
12 this problem must be found. After a great deal 
13 of study, the League Board recommended, and 
Convention approved, the idea of setting up 


within the League another department which 


15 
would act as a depository for surplus funds 
It was also decided that 


16 

of credit unions. 
these funds would be made available, first to 
credit unions that might need to borrow from 


time to time to meet seasonal or other peak 
demands from their members, and secondly to in- 


vest in first mortgage loans to credit union 


members who wanted to buy, build or make major 
Later on it was de- 


23 
renovations to their homes. 
cided to make loans to co-operative organizations 


AS a result of these decisions the 


26 
P50 
League Act was amended to provide additional 


powers to the League to: 
Receive money on deposit from credit 


29 
(a) 
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1 unions and co-~operatives; 
2 (b) To Loan money to its members and co- 
3 operatives at rates of interest to be 
4 determined by the League Board; 
5 (c) To invest in bonds of a Trustee nature; 
6 (d) To take security covering real or per- 
7 sonal property to cover loans made by 
8 the League; 
9 Ke To borrow or raise money; 
10 (f) To do such other things as are incidental 
11] to the attainment of the objects and 
12 purposes of the League, 
13 
i Pol This new department became known as 
- the Deposit and Loan Department. It is still a 
- vital part of the League and still continues to 
i do the job designated for it when first set up 

in the early forties. 
18 
19||\P52 In more recent years further changes 
20 in legislation have been made. In 1954 its 
21 Act of Incorporation was amended to provide for 
22 a Share capital structure and was capitalized at 
23 | five hundred thousand dollars, divided into 
24 fifty thousand shares with a par value of ten 
25 dollars each. Its membership was broadened 
26 to provide for membership by credit unions within 
27 the province, co-operatives incorporated under 
28 the provisions of the Co-operative Associations 
29 Act, 1948, or other co-operatives incorporated 

under the provisions of nyal general or special 
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legislation of the Province of Nova Scotia or of 


the Parliament of Canada. 


PSS At the present time the League member- 
Ship is made up of 207 credit unions and 55 co- 
operatives of various types. Each member is a 
Shareholder and is entitled to send two voting 
delegates to the membership meetings of the 


League. 


League Board and Committees 

P54 The League is governed by a board 
of directors of twelve, elected at annual 
meeting for three-year terms. For the purpose 
of electing directors, the Province is divided 
into twelve geographical zones so as to assure 
that all areas of the Province are represented 
on the board of directors. At each annual | 
meeting the members from the various zones 
Where directors are retiring meet in a zone 
meeting and agree upon a nomination to place 
before the annual meeting. Usually the nomin- 
ation put forward by the zone is elected 
although the annual meeting could make another 


choice if it so wished. 


P55 The executive Committee is appointed 
by the board and consists of three directors. 
The functions of this committee are to act on 
behalf of the board in cases of emergency arising 


between board meetings and to perform such other 
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1 specific functions as may be requested by the 
2 board. 
3 

PS6 The Credit Committee consists of five 
: persons appointed for a term of one year. The 
: President and Managing Digeeeer are ex-officio 
: members at this Committee, the Bhnae three 
: being appointed by the Beard: Its responsibility 
: is to consider applications for loans (oon credit 
: unions, co-operatives and individuals for mort- 
si Zages. The policy with respect to loans is set 
re forth by the board from time to time and the 
e Credit Committee operates within the framework 
- of the policy. 
14 
15||P57 Meetings of the members are held once 
16 a year, usually during the month of June. 
17 Special meetings of the members may be called 
18 for some special purpose. 
19 | 

P58 The League Board of Directors meets 
- quarterly as a general practice but on occasion 
ie it has met more frequently if circumstances make | 
a this necessary. 
Z3 
24 ||P59 The Executive Committee meets as often 
25 aS deemed necessary but usually immediately prior 
26 to each board meeting to study and report’ on 
27 || Specific items for the board. 
28 
i P60 The Credit Committee likewise meets 


quarterly but does on occasion meet more frequently 
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if this seems to be necessary. 


League Services 


Educational 


The most important functions of the 
League are those in the field of education and 
organization which are the main responsibility 
of the Educational Department. These functions 
include the following; 

1. The organization of new credit unions and 
the instruction of the provisional 
officers and potential members. 

<¢, Continuing educational programmes with 
officers, directors, committee members 
and managers to make sure in so far as 
this is possible that they are able 
to perform their duties to the fullest 
possible extent as well as to ensure 
the future growth and development of 
the credit union. 

5. Seeking on behalf of credit unions bene- 
ficial amendments to the Credit Union 
Act from time to time to meet the changing 
needs of credit unions, 

4, To prepare study materials for officers, 
including operational manuals, as well 
as educational and promotional litera- 
ture for the general membership and 
potential members. 


5S. To provide guiddnce and technical assistance 
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to officers in all matters relating 


to the proper functioning of the 


a. To 


S.. Te 


102.86 


a ED 


credit union. 

make routine visits to credit unions 
to check on their activities, again 
to be satisfied that the Credit union 
is operating according to the Credit 
Union Act and doing its business 
along well accepted business lines. 
maintain close liaison with the Registrar 
of Credit Unions and the Government 
Inspectors and to assist in any way 
possible when problems’ arise. 

arrange for adequate bonding for 
credit untons. 

assist credit unions with special pro- 
Jects such as advertising, direct 
mailings to members, the preparation 
of special literature, brochures, and 
any other items that can reasonably 

be done with League facilities. : 
organize chapters of credit unions 

to provide an opportunity for fre- 
quent exchange of ideas on common 
problems. 

provide such other information or 
assistance that is requested from time 


to time. 


The Deposit and Loan Department also has 
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1 its specific functions. These include the 
2 following: 
3 bs A safe and convenient depository for 
4 surplus funds with:a fair return in 
2 interest. 
6 2. A source of credit to meet the peak 
7 needs of credit unions when their own 
8 resources are insufficient to meet the 
9 demand. 
10 3. A source of credit to co-operative or- 
11 ganizations for expansion, additional 
12 working capital, or for production 
13 credit for farm members. 
14 ‘4, A chequing service on a corporate basis 
15 | to the credit unions. 
16 5. A service in mortgage loans to the members 
17 of credit unions for ive acquisition 
18 or improvement of their homes. 
19 6. A Stabilization Fund to facilitate the 
20 closing out of inactive meas unions 
21 and providing some degree of assur- 
22 ance that depositors will receive 
23) upon liquidation all funds standing 
24 to their credit in the books of the 
25 credit union. 
26 
me P63 The services of our Printing Department 
oS are limited to the task of providing a convenient 
* Source of supply to credit unions of bookkeeping 


forms, educational literature and small items of 
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equipment and office needs. It also provides 
a very useful service to the League itself in 
the printing of reports, circular letters, 


forms and promotional material. 


services - How Financed 

All services of the Educational De- 
partment are financed by an assessment placed 
on each credit union on a per capita Hee tes 
Each credit union that is a member of the League 
is assessed $1.00 per year for each adult member, 
that is one over sixteen years of age and who 
has at least one share of $5.00 in the credit 
union. In addition to this the credit union 
is assessed at the rate of 50 cents for all 
other accounts. From this source the League 
expects to receive in this current year ending 
the 30th April, 1962, the sum of $53,000; It 
also expects to receive another $7,000 in mis- 
cellaneous income for a total of $60,000. With 
this amount is paid the salaries of three full- 
time and fully qualified field representatives 
and their travelling expenses, plus the salaries 
of those in the office. The itemized statement 
of income and expenses for this department is 
attached to this Brief for your more detailed in- 


formation. 


Out Deposit and Loan Department is 
self-supporting. Its funds are éither out on 


loan or invested in interest-bearing bonds 
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which accounts for its principal source of income. 
After expenses are paid, the net earnings after 
allowing for depreciation and reserves are re- 
funded to the depositors as a rate of interest 
for the use of those funds during the past year. 
For the past several years the rates have been 


as follows: 


On Share Capital 4 1/2% 
On Call Deposits 2% 
On 1 year Deposits 2 1/2% 
On 3 year Deposits 3% 
On 5 year Deposits 4% 
On Guarm ty Funds 3% 


The complete details of the Income and 
Expenses of this department are also attached for 


your further information. 


Our Printing Department is likewise 
self-supporting. It buys or processes goods 
Which in turn are sold to the credit unions with 
sufficient mark-up to defray operations. This 
is considered as a service department. The 
only financial interest we have in it is to avoid, 
if possible, it operating at a loss. Fortunate- 
ly over the years it has been able to break even 
or do a little better. Again the details of its 
Statement of operations is attached for your 


information. 


League Growth - Financially 
Se ORES Penance lally 


The growth of the League financially 
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has been consistent throughout and is propor- 
tionate to the growth of the Credit Union 
Movement generally. Cash and short-term te- 
ceivables during the past three years have 
grown from $305,000 in’ 1959 to $508,000 in 
1961; investments at par value have risen 
from $633,000 soteintadoes mortgages have 
grown slightly from $1.24 million in 1959 to 
$1.37 million in 1961. Fixed assets have grown 
from $2.33 million in 1959°to $2.88 million in 
1961. By the end of the next fiscal year-end, 
50th April, 1962, they will have risen to 


Slightly over $3 million. 


In the realm of liabilities our 
Share Capital has grown from $196,000 in 1959 
to $240,000 in 1961; deposits of all types have 
increased from $1.8 million to $2.49 million 
in the same period. Reserves have grown from 


$110,000 in 1959 to $150,000 by 1961. 


While this growth is not spectacular 
nevertheless it is a sound and progressive 
growth in tune with the general growth of the 


credit unions which are affiliated with it. 
ALfi)Ltattorrs 


From its very early years there has 
been a very close relationship with the Credit 
Union National Association, CUNA, This was 


natural since it was through this organizaticn 
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and the attention of Mr. Bergengren,; its first 
Managing Director, that Nova Scotia received 
its initial assistance in launching our Credit 
Union Movement. In 1940 the Nova Scotia Credit 
Union League formally became affiliated with 
the Credit Union National Association asia 
member, It has maintained its membership ever 
Since, 

CUNA is an international organization 
of credit unions and leagues covering many 
countries, including Canada and the United 
States. Its Board of Directors is made up 
of delegates appointed by each league, the 
number depending upon the membership of the 
individual leagues affiliated with it. The 
minimum representation is one director and the 
maximum five from each league. Nova Scotia 
is presently represented by three such 


directors, elected by the League's annual meeting, 


In general CUNA provides the Leagues 

with those services that cannot be provided 

as conveniently on the average league level. 

This includes technical training for league and 
credit union officers, preparation of literature 
expertly designed, arrangements for bonding on 

a national and international basis, along with 
other types of insurance. It also provides 

the Movement with a programme of public relations 


and advertising assistance. 
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Because of our affiliation with CUNA 


2 we also have available to us the benefits of 
3 Loan Protection and Life Savings insurance 
4. through CUNA Mutual Insurance Society as well 
b) as the services of CUNA Supply Co-operative, 
6 The services procied by all of these organiza- 
7 tions has been of great advantage to our League 
8 and its affiliated credit unions. 
9 

gta, In recent years a number of Canadian 
4 Leagues have organized the National Association 
5 of Canada Credit Unions with the hope that 
: eventually it will provide for the Credit Union 

Movement in Canada those services now being pro- 

6 vided by CUNA either through its Head Office 
in Madison or its branch office in Hamilton, 
; Ontario. It is hoped, too, that in a very few 
years the present. CUNA will-become an inter- 
7 national organization made up exclusively of 
- national associations. 
20 
21) P74 The Nova Scotia Credit Union League 
22) like all others bears its share of the financing 
23 of these bodies to which it is affiliated. To 
24 CUNA we pay an annual assessment in dues at the 
25 rate of nine cents per member. For the National 
26 Association of Canadian Credit Unions our dues 
Li assessment is $264 for this current year. In 
28 terms of the service received the cost involved 
29 is quite small. 
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Along with these two major bodies our 
League is affiliated with the Nova Scotia Co-opera- 
tive Union and maintains a close working liaison with 
regional co-operatives, the Provincial Department 
of Agriculture and the Adult Education Division of 
the Department of Education, 


(a) Composition, functions and responsibilities 
of’. directors and management committees 


As stated previously it is customary to do 
as much educational work as possible with a pro- 
Spective group before the actual organization of 4 
credit union. The amount of education will depend 
upon the circumstances. Some groups will require 


an extensive period of study while others can be 


organized after just a few meetings. 


When the group is ready to be organized 
an organizational meeting is held at which the 
members elect a board of directors of not less 
than five and a supervisory committee of three. 
The Credit Committee shall be not less than three 
members and may either be elected by the members 
or at their option appointed by the board of 


directors. 


The President, vice-president and secretary 
are elected by the board from its own number within 
ten days after they, the directors, have been 
elected. At the same or Subsequent meeting the 
board shall appoint a treasurer who may be the 


Same person as the secretary. If the person appointed 
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treasurer is a member of the board his appointment 
is for one year only but is eligible for re-appoint- 
ment. If the person appointed treasurer is not a 
member of the board he shall hold office contin- 
uously but may be dismissed by the board for 

cause detrimental to the best interests of the 
credit union, Again if the treasurer’ is not 4 
member of the board he may attend all board meetings 


but may not vote¢ 


The Board of directors is responsible 
for the general management of the affairs of the 
credit union. Among the specific duties of the 
board are the following: 

(a) To admit and expel members; 

(b) determine interest on loans consistent 
with the Act and the by-laws and the 
interest rate on deposits; 

(c) fix the amount and form of the surety 
bond on all officers and members 
handling money; 

(d) Recommend dividends; 

(e) transmit to members proposed amend- 
ments to the by-laws; 

(f) fill vacancies on the board and credit 
committee occurring during the year 
until successors are elected or 
appointed; 

(g) fill vacancies on the supervisory 


committee not filled by the remaining 
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members of such committee within one 
month from date of vacancy; 

(h) determine the maximum individual 
Shareholdings and the maximum in- 
dividual loan that can be made either 
with or without security; 

(i) have charge of investments and to 
designate the person, who with the 
treasurer shall have joint control 
of securities; 

(j) to perform such other duties as re- 


quired by the Act or by-laws. 


Along with these specific duties we feel 
that it is the responsibility of the board to pro- 
vide for the growth and expansion of the credit 
union by giving able leadership and providing for 
continuous membership education. The board Shall 
meet at least once each month. Encouragement is 
given at all times to the idea of devoting a part 
of each monthly meeting to self-education of the 
board along with consideration to educational pro- 


jects for the membership. 


The Credit Committee which shall be 
either elected by the members in annual meeting 
or appointed by the board ee the general super- 
vision of all loans. A majority of this committee 
must be present when a loan is under consideration 
and approval can only be given by the unanimous 


decision of those present. This committee shall 
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meet as often as necessary after due Nectice of 


each meeting has been given to each member thereof. 


All loans must be approved by the committee 
before they can be made with the exception that 
boards of directors may authorize the treasurer to 
grant loans to members that are fully secured by 
the member's savings in the credit union or which 
are otherwise secured by bonds or securities of 
the Government of Canada or the Province. Such 
loans made by the treasurer must be reported to 


the Next meeting of the credit committee. 


The supervisory committee is considered 
to be the watchdog of the credit union, Its 
responsibility is to make a periodic examination 
of the books and records of the credit union and 
to satisfy themselves that the credit union is 
operating in accordance with the Act and by-laws, 
and that the officers, committees and management 
are properly carrying out their assigned respan. 
sibilities and duties. The committee has wide 
powers, including the suspension of offt cers if 


such action Is deemed to be Necessary. 


No member of the credit uMion is eligible 
to be elected or appointed treasurer, director, 
or a member of the credit or supervisory committee 
if he is in arrears on any loan or other contract 
with the credit union for a period of three months 


or more. The board of directors shall declare vacant 


ais iS Py " 


snoiuten sotto emi 


\ 1, ptt: 
a” es 


ae 
Yoortertd rodmen aoe 08 evan) ae sew 


‘ 


‘ 
. 


a 


.. | 
¥ 


££ 


“a's ed tama 9 odd vd pevoscas | od sant pyr, ICA 


a 
‘ . 4 
7 ee i ‘J Py , ’ 


Lj "heads ded co teqeons orid SSE, eben og Meo vedd eto led 


4 f 5 


ot sweeeane nla gutrorton sil - etodoertb to shaun 


vd rch pope StS dad etedmem ot ane Insya 


iu 


yt oe 


ain 5 ” 9 bet tibero dae nit waged Be Me anit 
to seidtinuoes ro ‘eed er bemuose rials 9 ts 
foue gonivotl ait to ‘sbste0 20 dnoemirsvop edt 


od betroqet ad ve. re wasord ond vd abem altgol 


‘ 


,settinnoo trbeto end ‘to snitdeom txefl end ite 


; berebtatiog at setitimmoo yioalvieque edT cagel hs 
7 edl Aoltn dtbero edd 20 sobriod aw edt od ae a 
4 fottatinexs otbo ried 6 exten od at Wt bd teriogeos het | 
bis Nott d¢ibero with to bbcone btts aioe oil? 40 Ol ; 

at Solty gibe ro edd rere sovioemeds viatves og YE 


sigh > ve Bite JOA odd Ad iw sotigh10 998 rit aaveus aie BE 
¢Nonoastam bfig acedt tmmo 9 meni ts eri ted tts ae 
| a 
—trigeet betintges alent duo BOIvttss viteqo7d SIs | og 

of kw oa ssddinmos off. cottub bigs sottiiidte jas 

cf 2799 Rta To Mo terteqewe os edd nnitbuLort araWog s¢ 
qladeasan ed of bemosb et Mofsos dove & ; 
: r eds | bg , 
e{dtaile at Notay tibherto edt ‘to ‘tedmom on | ABI | F 


ctodoottb romesstd beditogqs tO “bedosts od od 


saslinncacni vroalvieque to ¢ibets ead to ‘codon a 0 


tosttios tedido To gol wis fle exgovts nb at od 4 


| Sava 

edidttom oaaniy ba begibigrie: 5 0% fo fny d8bero per dtiw 

i Bed + SVo Eds : bere ts 

| dmgosv oral oab Eede swteerte to bused ear. reas ke 
sae sik | 


|, 


Cs gut Th +e. 4G a 
Burg : vere - - a) 


are 
rs2 


J Peet ii ty ) re 
: - ior i’, Se 


29 


30 


85 


86 


om 


Nethercut é Young 
Terente, Gntaric 1 AT 962 


the office .of,treasurer, director or member of 
the credit or. supervisory committee if the holder 
of.such office is in arrears .on any loan.or other 
contract with the credit union for a period of 


six months or more, 


For the most part rises treasurers of our 
credit unions serve on a voluntary pasis without 
remuneration. <A few of the large peal prs unions 
have full-time paid personnel but the vast majority 
have treasurers who devote their time and talents 
to the job of managing credit unions on a part- 
time basis with a part-time salary or gratis. 

In this latter group it is customary to give the 
treasurer an honorarium at the end of the year as 


a-part of the distribution of surplus. 


The duties and responsibilities of the 
treasurer are the usual duties of the manager of 
any business. It is his responsibility to manage 
the day-to-day operations of the organization, to 
keep Ho ena records, to prepare reports to the 
board and membership and the usual routine duties 
of his office. Along with these ordinary duties 
it is Natural that the treasurer provide leadership 
to the board and credit Sei eas as well as to 
the membership in matters of public relaticns, 


education and policy-making. 


The treasurer does not make the policies 


of the credit union or arbitrarily decide on its 
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1 education programme. But because of his knowledge 
2 he is in qa key’ position to know the needs of the 
3 members, the potential of the credit union in 
4 matters of service and the ability of the credit 
5 union both present and for the future. This being 
6 the case it is natural that one would expect the 
7 treasurer to give the board and committees the 
8 benefit of his experience by making suggestions and 
9 recommendations, The final decision on all matters 
10 of policy or the inauguration of programmes or 
11 projects that involve the expenditure of funds 
12 rests with the board of directors. 
13 

P8s His knowledge of individuals is also 
‘ of great value to the credit committee. Since 
the character of the borrower is so important in 
7 the decisions of the credit committee, it is most 
; often the case that the treasurer knows the in- 
a dividual, his personal habits, and his ability to 
a pay much better than the average credit committee 
m= member. It is natural, therefore, that a good 

| credit committee would depend to some extent for 
: information from the treasurer before making 4 
3 final decision on an wide sik aca | This) Ss 
a particularly true in so many cases where the in- 
= dividual may not be well known to the members of 

the credit committee. 

27 
28 IP89 Generally speaking this system of internal 
29 organization has worked out extremely well. First 


ie of all, it provides ample room for the democratic 
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Toronto, Ontaric A1964 
1 functioning of the organization which is a basic 
2 principle of any co-operative. This is done through 
3 the annual meeting where each member is entitled 
a to one vote and is encouraged to attend such 
5 meetings to exercise the privilege of voting as 
6 well as discussing and debating the affairs of 
7 the organization, 
8 
: PIO Then, too, it also provides for the in- 
5 volvement of a substantial Number of individuals 
a in the actual operation either as members of the 
is board or committees. Each individual on the board 
- or committees has a responsibility and is encouraged 
ts to accept this as a member of a team. The fact 
i that a Number of members participate continuously 
throughout the year not only safeguards the demo- 
S cratic ideal, and lessenMs the danger of a 'one 
He man! operation, but just as important it provides 
A an excellent opportunity for those individuals 
Be to gain a practical knowledge of business affairs, 
s decision making, leadership skills in communica- 
. tion and many other educational advantages that 

make for better citizenship. 

23 
24|/P91 | This internal organizational set-up is 
25 also efficient from the business point of view as 
26 can be witnesses by the growth and development of 
27 the Credit Union Movement both here and abroad. 
28 The record of achievement in our opinion is a 
29 tribute to the credit union idea itself as well 


as to the foresight of those who decided upon the 
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1 form in which it now finds itself. 
2 re] 
| ea On the League level the organizational 
Fs set-up is quite similar. Membership is on a 
: corporate basis rather than the individual with the 
? democratic idea preserved through a system of 
; delegate control. Each member of the League is 
: entitled to be represented at League meetings by 
é two delegates who exercise the powers of the members 
. at these meetings. These delegates elect twelve 
- members of credit unions as a board of directors 
hs for terms of three years with one-third of the 
ms board retiring each year. These may be re-elected 
i or replaced depending upon the wishes of the 
members. 
15 
16|/p93 The duties and responsibilities of the 
17 League board are Not too different from those of 
18 the credit unions that make up its membership. 
19 They are charged with the rresponsibility of directing 
20 the general affairs of the organization which is 
21 representative of credit unions in the Province. 
22 It is the duty of the board to employ management 
23. and direct that it carry out the policies, pro- 
24 jects and directives of the board. It has specific 
25 duties which are outlined in the League Act, a 
26 copy of which is attached. | 
27 
a P94 The greatest responsibility this board 
ci has is to be responsive to the wishes of the Move- 


a ment as expressed by the delegates at the annual 
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meeting. This means providing for the educational 
Needs of the credit unions, acting in their behalf 
on matters of legislation, maintaining a good 
public relations and all other things that are 
involved in spreading the credit union idea in an. 


efficient manner through the Province. 


The Nova Scotia Crédit Union League 
is of substantial size doing a large volume of 
business and operating in several fields. The fact 
that it has been able to do this successfully, and 
we think fairly effectively, again attests to the 
fact that co-operation in business is possible and 
that, as Dr. Coady has stated some years ago, "man 
can do ten times what he thinks he can". Ordinary 
people with little or no formal training in the art 
of business administration have been able to 
manage and direct this growing Movement in an ad~ 
mirable fashion. They learned the aa acaubiets 
first and became dedicated to the idea. By doing 
the actual work they learned the details and became 
more mature in the judgments that they were con- 
tinuously called upon to make. With growth and the 
ability to provide for the costs of training, the 
Movement, largely through the League and CUNA, has 
been developing the courses and schools to provide 
for more advanced and skilled training for officers 
both on the elected level as well as those in the 
field .of 2 pop We have made a start in this 


latter field in Nova Scotia with the inauguration 
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in September of 1961 of the Atlantic Regional 
Credit Union School designed primarily for career 
personnel. This is a course spread over three 
years with two weeks of on-campus training each 
year. The teaching staff is bexrulted largely from 
the University supplemented by others from outside 
the University with special skills and experience. 
This kind of school provides training for credit 
union personnel and League staff who, in turn, can 
more expertly provide courses on’ the local level 


for volunteers. 


II, LEGISLATION AND SUPERVISTON 


(a) Comments on Legislation 


The first enactment of credit union 
legislation was made by the Nova Scotia legislature 
in 193c. It was prepared with the assistance of 
Mr. Roy F. Bergengren, an experienced credit 
union organizer from the United States, who 
patterned it to a large extent after the aveatd 
union legislation of the State of Massachusetts. 
From 1933 on, as the idea spread to the other 
provinces, the Nova Scotia Act was used somewhat: 


as a guide for New enactment across Canada. 


Basically the legislation has been quite 
similar in most if not all provinces. Any major 
changes have been made in recent years as more and 
more provinces are revising their legislation to 


provide new and/or larger credit union developments 
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1 as well as generally changing economic and social 
2 conditions among the members. 
3 : 
: P98 Generally speaking our Credit Union Act 
: in Nova Scotia has been satisfactory. Amendments 
i have been made from time to time to improve it 
: and these have been made, almost without exception, 
: on the request of the League. No doubt further 
, amendments will be made as the Need arises. 
10p99 While our Act is generally satisfactory, 
11 16 ts certainly not perfect and no doubt could be 
12 improved. In our efforts to improve our legis- 
13 lation we feel that we have to be careful that we 
14 do not over-emphasize the aspects of service and 
15 business efficiency at the expense of adequate 
16 control by boards and committees. It is important 
17 that credit unions provide service that will compare 
18 favourably with other agencies and institutions, 
19 but at the same time it is necessary to avoid 
20 provisions that will detract from the responsibilities 
21 that boards and committees now have in the govern- 
22 ment of the credit union. 
23 

Suggested changes in Legislation 

24 
25 |/P100 To provide better and more efficient pro- 
26 cessing of loan applications we would suggest that 
27 provision be made in our Act for the appointment of 
28 loan officers who would have the authority to 
29 approve loans, probably within certain limits, 


ae) without the prior approval of the credit committee. 
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1 Such a person would be appointed by the board of 
2 directors or the credit committee and would be re- 
3 sponsible to the credit committee for the proper 
4 discharging of his duties. 
S 
: 101 We also feel that the Supervisory Committee 
: in its present form is Not satisfactory. MTheoretic- 
‘ ally, it is an important committee, but in actual 
; practice, at least in Nova Scotia, it is Not per- 
‘ forming its functions adequately enough in relation 
a to the responsibility that is placed upon it. It 
e Ls our opinion, we think shared by many, that in 
- most cases the responsibilities and the duties 
A prescribed for this committee are far greater than 
- one can reasonably expect them to fully discharge. 
i In the small credit unions it is often difficult 
i to obtain persons qualified to perform the duties 
i of this committee. In the larger credit unions it 
ee is difficult to find the qualified personnel who 
a can spend the time that would be necessary to 
a adequately discharge their responsibilities. At 
Se the same time the funetions of this committee must 
oe be performed as a safety measure. It is our 
a opinion that this important function can be done 
~ by making it compulsory that all credit unions 
es with assets beyond a certain limit be audited by 
an independent and qualified auditor each year. 
a Such a provision is in our Credit Union Act and 
~ becomes effective when a credit union has reached 


assets of $200,000. If necessary to proper safety 
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1 we would suggest that the limit might be lowered 
2 somewhat. 
3 
3 alieys For credit unions in the smaller asset 
‘ range we feel that proper safety can be had by 
6 more frequent government inspection, which in- 
‘ Sspection would compare with an audit. 
8|P103 In view of the fact that there is a value 
9 in having some internal inspection or examination, 
10 we would suggest that the supervisory committee 
11 be retained but that its duties be less exacting 
12 and require less qualifications and time on the 
13 part of its members so that there would be less 
14 excuse for such a committee not performing its 
15 nueped function. We suggest, too, that considera- 
16 tion be given to the idea of having this committee 
17 appointed by and responsible to the board of 
18 directors. 
19 
26 104 A final suggestion for improvement in 
7 legislation is that nepresentabl vex of the pro- 
- vineial departments concerned, the leagues and 
34 their national organization be encouraged to meet 
a4 periodically to review current legislation and 
36 consider amendments that may be suggested to the 
36 respective authorities for enactment. This would 
” note all areas have the benefit of each other's 
58 thinking and it would be a forward step towards 
39 uniformity that could be of benefit to the Movement 


itself, the government departments and the leagues. 
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i (b) Organization, Responsibility 
2 Supervisory Authority 
3 | 

P105 The supervision of credit unions in Nova 
; scotia is provided Revere Provincial government . 
4 The Governor’ in Council for this Cigdawe has 
, appointed a Registrar whose duty it is to enforce 
F compliance with the Credit Union Act and any re- 
gulations made thereunder. The Governor in Council 
- has also divided the province into zones and has 
4 appointed an Inspector of Credit Unions for each 
of these zones. It is the duty of the Inspector 
3 to inspect, enquire and examine into the affairs 
= of the credit union and to perform such other 
fe duties as may be required by the Minister. 
16 |p106 The service that is provided by the in- 
17 spectors of credit unions in this province is good. 
18 They attempt to inspect every credit union at least 
19 once a year and usually this objective is met. 
20 Very often additional inspections of particular 
21 credit unions will be made if it is thought 


desirable. We feel, too, that the type of inspection 
which they do is excellent, as it covers all 

aspects of the credit union's operations. Their 
standard inspection report, a copy of which is 
attached, is an indication of the many important 


details covered in the course of examination, 


The volume of work that is involved in 


making a complete examination of each credit union 
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1 is great and very time consuming. As credit unions 
2 get larger it is natural that more work and time 
3 is involved and it will be necessary that atat- 
4 tional inspectors be added from time to time. At 
5 present there are three inspectors in the province. 
6 While these inspectors have been able to complete 
7 their examinations of credit unions on an annual 
8 basis, it is not possible for them to find the 
9 time to formally present their reports to the 
10 boards of directors and discuss with these boards 
11 their findings. We think this is unfortunate 
12 because immediately after an inspection would be 
13 the opportune time to meet with the board and 
14 committees to go over and explain the report, 
15 especially those parts of it which showed any 
16 weakness in the credit union's operations. To 
17 be able to do this it would be necessary that 
18 additional inspectors be hired. 
19 
“ 108 It is our opinion also that the supervision 
mt of credit unions would be even more satisfactory 
o and effective if more time could be devoted to the 
< administration of this service. Under the present 
a Set-up the Registrar is extremely busy as he is 
7 engaged in a number of important and highly respon- 
a sible functions in government service. These 
om other duties make it impossible for him to devote 
” the time to credit union supervision that he would 
ne like and which would be desirable for the Move- 


" ment. The ideal would be for the government to 
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1 establish a department of credit unions and 
2 co-operatives under which credit union super- 
3 vision would naturally come. Possibly the new 
4 Department of Finance and Development announced 
5 recently by our Premier would be the next logical 
6 department to be responsible for the supervision 
7 of credit unions. The Credit Union Movement is 
8 actually a people's programme designed to better 
9 the living standards of our people by its various 
10 means and since it touches so closely the 
11 development of some of our most basic industries, 
12 such as agriculture and fishing, it is important 
13 that every effort be made to use its facilities 
14 in every possible way to foster and watioliiead 
15 better economy for our people. The Credit Unicn 
16 Movement can make a significant contribution to 
17 agriculture, fishing, lumbering, and other 
18 small industries if it can be vigorously promoted 
19 and directed. Further well organized and directed 
20 assistance from government in this respect would 
21 reflect favourably on our total economy, 
22 
mn Plog Ever since the beginning of the Credit 
i Union Movement in Nova Scotia, the provincial 
i government has provided Bis inspection service to 
ii our credit unions without charge. We appreciate 
a this very much. We think it is the way it should 
se be because of the significant job that credit 
56 unions are doing and also because of the fact that 


it is a self-help Movement involving several 
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thousands of people who spend a large amount of 
their time working voluntarily as credit union 
officers without any thought of remuneration, 
Since such a large number of our people are so 
anxious to do their part, we feel that it is only 
right that government also provide the necessary 
supervision and encouragement to these people 


without any charge to their organizations, 
(c) Internal Control and Safety Measures 


The credit unions of Nova Scotia, as in 
most areas, have a very comprehensive system of 
controls and safety measures designed for the 
proection of the organization's depositors, 

This system includes the following: 
1. Bonding: Every credit union in the pro- 
vince must have all persons handling 

funds bonded against loss due to dis- 

honesty and unfaithful performance of 

duties in atdinen amounts as set forth 

in the Act. “Most of our credit unions 

“carry a blanket bond, popularly known as 

Blanket Bond 576 which covers the credit 

union against practically all loss ex- 

cept those caused by what might be called 

poor management, such as failure to collect 

interest or over-expenditure., 
ec. The supervisory committee: Although this 
committee is not’ as active and effective as 


we would like to see it, nevertheless it 
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1 does perform some of its functions. 
2 Some credit unions have an excellent job 
3 performed by this committee, The fact 
4 that it exists, and that it has the 
5 authority to examine the books and records 
6 at all times is a deterrent against dis- 
7 honesty on the part of those handling the 
8 funds of the credit union, 
9 5. The Board of Directors: This board meets 
10 monthly, receives reports including the 
11 financial statement of the treasurer, which 
12 is analyzed. It also checks on delinquency 
13 and very often has a special committee 
14 to deal with delinquent loans. It sets 
15 the lending policy and receives reports 
16 periodically from the credit committee. 
17 4, Independent Audits: All credit unions with 
18 assets in excess of $200,000 must have an 
19} annual audit made by an auditor who is 
20 qualified and approved by the Registrar 
at of Credit Unions. 
22 So. Government Inspection: The inspectors of 
23 credit unions made an annual examination 
24 of each credit union, The examination of 
25 those with assets of less than $200,000 
26 is so complete that it could be classified 
27 as an audit. Along with this, credit 
28 unions are required to send a copy of 
29 the monthly financial statement to the 


aoe inspector. This is an assurance that 
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1 the bookkeeping is kept up-to-date and 
2 that all the books are in balance. 
3 6. The Annual Meeting: Each year the members 
4 in annual meeting hear reports from the 
5 officers and committees which they are 
6 able to analyze and discuss. It is the 
7 privilege of the members to elect officers 
8 and to demand a high standard of opera- 
9 tion from the officers, directors and 
10 committee members. 
11 7. The Credit Committee: All loans must be 
12 approved by the credit committee except 
13 those which are self-secured. The approval 
14 of the committee must be unanimous by 
15 all those present at the meeting. 
16 8. Loss Prevention Services: A special depart- 
17 ment of CUNA is assigned to this particular 
18 b aspect of credit uNions. From this de- 
19 partment comes information and guidance 
20 to credit union officers, especially 
21 supervisory committees, on all aspects of 
ad safety, including the bonding programme. 
23 This programme is promoted by the leagues. 
24 9. The League; While the league staff has no 
25 authority to examine and inspect credit 
26 unions, except on invitation, neverthe- 
27 less, the League staff is continuously 
28 making visits, providing technical 
29 assibtance and discussing with the board 
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1 they have obtained from the report made 
2 by the Inspector of Credit Unions, 
3 10. Stabilization Fund: The League has a fund 
4 Which is designed to facilitate the 
5 liquidation of defunct credit divkons and 
6 to make it possible that the depositors 
7 will receive from a credit union, if it 
8 must liquidate, one dollar for every 
9} dollar they have placed to their credit 
10 in the evan ee union, This fund does not 
11) guarantee this but so far no depositor 
12 that we know of has ever lost any of 
13 the money he placed in a credit union, 
14 If the credit union cannot repay dollar 
15| for dollar from its own resources, it 
16 is quite likely that the Shabilization 
17 Fund will provide the additional re- 
18 sources. 
19 
hale As far as safety is concerned the Credit 

Union Movement has had an excellent experience, 
: The officers of credit unions and the League, as 
i well as other leaders, are very conscious of 
a this and everything possible is done to make sure 
i. that the proper safety measures are eontinuously 
a in effect. The record of the Credit Union Movement 
i In Nova Scotia will speak for itself in this re- 

spect, 
28 
29 
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III. ASSETS 


Bae The assets of credit unions in Nova 
Scotia are made up of the following items in 
order of amounts in each classification: loans; 
cash; deposits with the League, Guaranty Fund on 


deposit with the League; investments; real estate; 


furniture and fixtures and other assets. The 
growth in assets is fairly consistent, showing 

an annual growth of from about 8 per cent to 

10 per cent. The rate of growth is predominantly 
determined by the rate of the members! savings 

in shares and deposits. As a general rule the 
Credit unions rely upon their own resources, 
which for the most part are the shares and de- 
posits of the members, for the accumulation of 
assets. The largest single asset of the credit 
union are the loans outstanding to its members . 
This is according to the philosophy of the Credit 


Union Movement, 
(a) Cash and Liquid Reserves 


LL3 The liquid assets are made up of cash, 
investments, deposits and guaranty funds with the 
League. There is no requirement in the Credit 
Union Act on liquid reserves. It has been the 
practice of the League and the government inspectors 
to encourage credit unions to keep 20 per cent of 
their assets. in liquid form. We have recommended 


that cash account for about 5 per cent of assets 
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1 and the remaining 15 per cent be made up of other 
2 investments and deposits with the League. By and 
3 large, the credit unions have followed this advice 
4 quite closely as you°will notice from the con- 
5 solidated balance sheet for the past number of 
6) years. Such liquid assets during the past four 
7 years have ranged from 17.9 per cent to 20.22 per 
8 cent. 
9 

(bo) Investments 

10 ‘¢ On Saea. & 
11 \p114 The investments of credit unions listed as 
12 liquid assets ie for the most part made up of 
13 shares of the Nova Scotia Credit Union League held 
14 by credit unions, At the 30th September, 1961, 
15 credit unions in Nova Scotia had $469,666 in 
16 investments, of which about $300,000 was represented 
17 bhelesedé toheden!. mag) tate .chosenshamesttthertts 
18 tended to be the permanent capital of the League, 
19} nevertheless they may be withdrawn, provided that 
20 not more than 10 per cent of the paid-up capital 
21 may be withdrawn in any one year. In actual 
22 practice these investments are on demand and 
23 there is not much likelihood that a request for 
24 a demand from a credit union would not be honoured. 
25 The other investments held by credit unions would 
26 be bonds of a trustee Nature and could be con- 
27 verted to cash at any time. 
28 
oe The deposits which credit unions have 


With the League are made up of Deposits on demand 
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and term deposits. Demand deposits, including 
Guaranty Fund, amount to about $1 million. The 
remaining deposits have their demand deferred 


for three or five years. 


To assure that funds are readily avail- 
able to credit unions as they Need them it is 
the practice of the League to maintain a port- 
folio of investments that can be converted to 
cash at any ne At present the investments of 
the League in bonds and stocks amount to about 
three-quarters of a million dollars. Along with 
this the League has a line of credit with the 


bank which can be used to meet any peak demands. 


To further assure the availability of 
funds, the Credit Union Act has provisions whereby 
the credit union may borrow. Upon the authority 
of the board of directors, and the approval of 
the Registrar, a credit union may borrow up to 
co per cent of its share capital, deposits and 
Surplus accounts, With the approval of the 
members and the Registrar of Credit Unions, a 
credit union may borrow up to 50 per cent of 


capital, deposits and surplus accounts. 


(c) It is our opinion that the cash and 
liquid reserves of our credit unions in Nova Scotia 
are adequate to meet more than any normal demand 
that we can anticipate. We feel that the borrowing 


powers of the credit unions, supplemented by the 
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1 borrowing powers of the League, are adequate to 
2| meet emergencies beyond what could be considered 
3 a Normal demand. In view of the satisfactory ex- 
4 perience we have had we have No suggestions to 
5 make to improve the present policies. See 
6 Appendix for further detailed information, 
7 
Investments 
P real Mocatacllchisbiatelbes 
9\P119 A look at the consolidated balance sheet 
10 of credit unions in Nova Scotia would indicate 
11 that the total amount held in investments is 
12 relatively small. The credit Union Act limits 
13 each credit union to the types of investments it 
14 can purchase. These are the shares and deposit 
15 receipts of the League, and any legal investments 
16 authorized by law for trust funds in Nova Scotia. 
17 Outside of investments with the League, the mcst 
18 common investments are bonds of the Government of 
19 Canada or of the Province of Nova Scotia, and 
20 debentures of trust companies and savings and 
21 loan associations. The amount that is involved 
22 in our opinion is insignificantand will remain 
23 so since credit unions bélieve that its sreatest 
24 investment should be in the form of loans to its 
25 members. 
26 
Loans and. Mortgages 
27 . he 2. Bane CG Rene) 
28 | P120 (a) It is general practice and good credit 
29 union philosophy that all loans be made for 
30 


provident and productive purposes. It is also 
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practice and philosophy that preference be given 
to the small borrower, Great emphasis is placed 
upon the character of the borrower. This is 
determined by his record in the credit union 
both as to his habits on savings as well as 

his record for promptness in the repayment of 
past loans, along with the general knowledge of 
the credit committee as to his standing in the 


community. 


The classes of borrowers that are pre- 
ferred are those whose need for credit is greatest, 
who will benefit from it and who may have diffi- 
culty getting credit from other sources at 


reasonable rates of interest. 


The average loan varies from one Credit 
union to another depending upon the Nnedd for 
credit and the credit union's ability to meet 
the demand. We do not have at this time the 
average for the province but from our experience 
in checking with individual credit unions we find 
that this ranges from $200 to over $500. As a 
general rule, too, we find that about one-half of 


the members are borrowers at a given time. 


The term of loans in credit unions is 
largely determined by the Credit Union Act. Our 
Act limits a credit union to 25 per cent of its 
capital and deposits in loans whose term is for 


more than three years. Because of this it is 
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1 general practice for credit unions to discourage 
2 most applications where the term requested is more 
3 than three years. While we do Not have any 
4 fizures to substantiate our opinion, we would 
5 judge that thé average term:is between twelve 
6 and fourteen months. 

Several standards are used in evaluating 


credit risks. First of all the character of the 
borrower is appraised. Next the credit committee 
will coMsider the purpose of the loan and decide 
whether or not this loan, if granted, would be 

of benefit to the borrower or his family. Finally, 
the committee will consider the ability of the 
borrower to repay. Those are the three main 
standards in use by credit committees to appraise 
and evaluate the credit risk. If any of these 
are not what they should be, it is customary to 
interview the applicant in more detail and, if 
the case is a worthy one, to attempt to work out 
some arrangement that will be mutually satis- 


factory to the borrower and the credit union. 


At times a credit union finds that its 
demand for loans is greater than its resources. 
Several procedures are followed. First of all, a 
good credit union in such cases will borrow 
from the League or a bank to supplement its 
resources. Secondly, it may make a special effort 
to encourage greater savings on the part of its 


members. Thirdly, it may and sometimes has: to 
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place a limit on its maximum loan. This limit is 
usually set as an amount. over and above the 
member#is savings in the credit union. Any one 

or all of these efforts may be used by,a credit 


union depending upon the circumstances. 


Mortgage Loans 


126 The official report of the Registrar 
of Credit Unions for 1961 shows that credit unions 
have outstanding in Mortgage Loans the sum of 
$960,165. An examination of the balance sheets 
of the local credit unions indicates that this 
total is accounted for almost completely by ten 
of the largest credit unions in the province. In 
many cases the loans included in this total are 
not, strictly speaking, of:a Lone sterm Nature, 
that is over a term of five years. In many cases 


mortgages are taken as security for personal loans. 


127 It has been the policy of the League to 
discourage the idea of making long-term mortgage 
loans. However, there is a continuous pressure 
in the credit unions for home building loans and 
in-many cases it is difficult for credit. unions 
to ignore the demand completely. The League 
does offer some assistance in this field but even 
at that the problem of credit for home purposes 
Ls beyond the resources of the Credit Union Move- 


ment, 


P128 (b) . Under the Credit Union Act a director, 
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officer or a member of the credit or supervisory 
committee can borrow to the extent of his 

Savings in the credit union plus the value of 
stocks or bonds of the Government of Canada or 

of Nova Scotia, assigned to the credit union as 
security under the same procedure as other members. 
If his loan is in excess of his savings plus 

such stocks and bonds his application must be approve 
by the unanimous vote of a majority of the credit 
committee, two or more directors and one member 

of the supervisory committee sitting together, 

the officer, director or member applying for the 
loan Not being present when the vote is taken. 

This is a penalty placed upon the officer as an 
assurance to the members that they will Not have 
the opportunity of taking advantage of the credit 


union by virtue of their position. 


(c) The responsibility for credit de- 
cisions rests completely with the local credit 
union, The central or League has No Genet ey to 
interfere in the operations of the local credit 
union unless it is invited to do so by the 
officers of the credit union. The League likewise 
feels that this is a responsibility of the local 
credit union and would be reluctant to detract 


from ait. 


(d) The most common type of collateral 
taken by credit unions in this province is a co- 


maker. Other types of security are taken such as 
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chattel mortgages; first mortgages on real estate; 
assignments of life insurance; pay-roll assign- 
ments and any other security satisfactory to the 


credit committee. 


(e) There is no significant difference 
in lending practices from one region to another. 
In rural communities there has been a substantial 
Number of loans made where the repayment schedule 
called for quarterly, half-yearly or yearly pay- 


ments but this is rapidly changing in recent years. 


The rate of interest that credit unions 
charge have varied from 6 per cent to 12 per 
cent-per annum. There is a very definite trend 
in credit unions to-day toward the accepted rate 
of 12 per cent and this is encouraged by the 
League and CUNA. Some credit uNions use bes 
rates; one would be the standard rate cf 12 per 
cent for all loans up to a certain maximum 
which varies from $200 to $1,000. The second 
rate, commonly 6 per cent, is charged on the ex- 
cess amount over the maximum. The purpose of 
this is to accommodate the larger borrower but 
it is discouraged and credit unions are Now 
gradually shifting from this to the standard re- 
commended rate of 12 per cent or 1 per cent per 


month on the unpaid balance. 


It is often difficult to compare the rates 
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1 of interest charged in a credit union with the 
2 rate for a similar loan from other institutions. 
3 For pasa tiaone sake, we treat as interest all 
4 the costs that a borrower pays for the lis euler a 
5 sum of money for a given period of time. From 
6 the limited research we have done we find that the 
7 maximum rate that a credit union can charge, 
8 that is 12 per cent per annum, compares favourabiy 
9 with any other lender. All banks will -lend money 
10 ata rate of 6 per cent but bankers have admitted 
11 to us that in doing so they are quite selective. 
12 Some banks have particular plans for consumer 
13 credit which are less selective but where the 
14 cost. of borrowing works out to about 11 per cent. 
15 There is little question but that the rates 
16 charged by finance companies and acceptance com- 
17 panies is coMsiderably higher, sometimes going 
18 as high as 24 per cent, or in that vicinity. 
19 We are attaching to this brief an Appendix 
20 showing the comparison between rates charged for 
21 credit by several lenders, all of which have been 
22 verified directly in person with the lenders or 
23 taken from the charges shown in their advertise- 
24 ments. 
Zz 
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27 
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rv. LIABILITIES 


Deposits 


The total deposits of all credit unions 
in Nova Scotia amount to only $482,814.00 as of 
the 30th September, 1961. This is not significant 
in the total liabilities of our credit unions. 
Ordinarily credit unions have deposit accounts 
as a convenience for the members who wish to save 
for some particular goal such as vacations or 
special purchasee, or for the purpose of having 
additional funds available for some need which they 
anticipated in a relatively short time. These 
funds are placed with the credit union with the 
intention that they will be withdrawn some time 
in the near future. Six credit unions offer 
personal chequing services to their members and 
for this purpose deposit accounts are used. A 
large amount of the total in deposits would be 
accounted for by these credit unions. In view of 
fe amount that is involved in deposits in Nova 
Scotia in relation to total liabilities, we feel 
that the amount is not significant and it is our 
opinion that this account will Not increase to 


any great extent in the immediate future. 


Shares 


(a) The share accounts of our credit 
unions account for the largest single item in the 


total liabilities of our credit unions. At the 
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1 end of September, 1961, shares accounted for 
2 $14.6 million out of a total liabilities of 
3 over $17 million. Shares in a credit union 
a are not shares in the same sense as in other 
2 corporations. Actually they are units of 
6 savings and have a value of $5.00. While credit 
7 union members are urged to look upon their shares 
8 in a credit union as being their permanent savings, 
9 Nevertheless these shares are withdrawable on 
10 demand. If the sudden withdrawal of shares 
11 would jeopardize the credit union the directors 
12 may demand thirty days notice of intention to 
13 withdraw. Rarely is this notice demanded. 
14 

136 In Nova Scotia it is Necessary that a 
: person have at least one fully paid-up share to 

be considered a member. AS a member-shareholder 

at he is entitled to all the privileges of a member . 
: A good member-shareholder is one who regularly 
: and systematically adds to his share account on 
Ps pay days or as often as possible. It is prefer- 
4 able to have members save small amounts regularly 
rather than to have them place larger amounts in 
a the savings accounts less frequently. It is our 
if feeling that this is a more effective way to 
: develop the habit of thrift which is part of the 
e basic philospphy of credit unions, 
28 | P137 (b) We do not have any figures at this 
29 time on the rate of withdrawal of shares but we 


See! hope that this information will be available to 
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us in the near future so that we can in turn 


make it available to this Commission. 


The return on shares in Nova Scotia for 
the past year was 3.13 per cent on the average. 
This ranged all the way from a few credit unions 
that paid no auvadenas to those which paid the 
maximum of 5 per cent. The following schedule 
Will indicate the varicus rates paid: 


No. of Cr.UNMions Dividends No.of Cr.UNions 


Dividends 


7 1% 17 5.172% 
21 2% 34 AG 
is 2 1/2% 4 Woel%2e 
32 3% 6 5% 


(74 no report) 


(ad) It is our opinion that the share 
business of a credit union is not very responsive 
to the return that is paid on shares. Generally 
Speaking, credit union members in Nova Scotia are 
Not dividend conscious; this has been a part of 
the teaching of the leaders of our Movement from 
the very beginning. Our people do like to see 
an organization operating successfully and showing 
a Net gain for distribution but they are not too 
concerned about receiving dividends. For the most 
part the amount of the dividend return to the 
average member is small in.terms of dollars and 
cents. Our members are more conscious of their 
organization providing good service, and providing 
for education, and in order to do this the member- 


ship for the most part are happy to share the 
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1 earnings with those other needs. However, our 
2 people are human too! While they may not 
3 seriously question the difference between a 
4 dividend of 3 per cent and 4 per cent, they do 
5 question the difference between no dividend or a 
6 dividend of less than 2 per cent to a dividend 
7 of 3 per cent or more. The rate of dividend paid 
8 by a credit union does influence its share 
9 business to some extent but, in our opinion, it is 
10 not a very sensitive barometer! 
11 
os 140 It is our opinion that a system of deposit 
_ insurance is not significant to the Credit Union 
a Movement. Our experience over the last twenty- 
a nine years of operation of credit unions indicates 
ie No particular need for this type of insurance, 
‘ We recognize that there is a MNeed for some type 
rE of assistance for credit unions that for one 
- reason or another are forced to liquidate but 
a the Need seems to be such that it can be provided 
a for within the framework of the Credit Union Move- 
= ment. In our own province we have seen the Need 
oe for a fund that would facilitate the liquidation 
pt of defunct and inactive credit unions, which 
Be would enable a credit union to discharge its 
ae obligations to its members. We have provided 
a for this need in a small way by the establishment 
ie of a Stabiliza ion Fund a few years ago. This 
“ seems to be sufficient to take care of the need 


a for the present and could, with modifications, 
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become large enough to provide adequate assurance 


for the future. 


The Stabilization Fund for Nova Scotia 
credit unions is a fund set aside by the League 
each year out of its net earnings, It is ad- 
ministered by the board of directors of the League. 
The League Board is empowered to consider applica- 
tions for assistance from this fund either as 
grants, loans, or it may purchase the assets 
of the credit union and take the responsibility 
of realizing on these assets. We are attaching 
to this Brief a summary of the contributions 
made to this fund, and the assistance that has 


been provided by it. 


V. RELATIONS WITH OTHER 


FINANCIAL INSTITUTIONS 


(a) We find it difficult to discuss 
the question of competition with other financial 
institutions. This arises from the fact that 
we have no great feeling of being or wanting to 
be competitors. We recognize that keen competition 
exists between other institutions of a private 
profit nature and this is natural because more 
business means greater profits which is the driving 
force in all types of private profit enterprise. 


We do not have this same motivation in credit 


unions since these are co-operatives dedicated 


to the idea of providing the maximum service to 
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the members at the lowest possible cost. It is 
a self-help Movement made up of people who 
mutually agree to organize themselves into a 
eredit union, to share both the benefits and 
the risks. It does business only with its members 
and its members are limited to a particular group. 
In view of the very Nature of a credit union it 
is sifficult to put it into the same class as 
other institutions with different motivating 
forces and suggest that they are competing in 
the same way as other financial institutions, 
Therefore, we feel that the question of whether 
or Not a credit union is competing with another 
institution is mostly a matter of how one 
defines competition. Ina very broad sense one 
may suggest that a credit union is competing with 
a bank because its members or some of them may 
otherwise be customers of a bank or some other 
financial institution, If we use this definition 
then one would have to admit that our churches, 
schools and practically every other type of 
organization in society were in competition with 
each other. On the other hand, if by competition 
we mean striving to take business away from 
other institutions, it is our opinion that this 
is not our intention or our policy and, there- 
fore, we are Not competitors in the sense that 


the word is used to-day. 


It is well to realize that credit unions 


aq desl ond Saas 2todi 


8 Ott aevieameds esifisgito ot ew'ise eitsueha 


big aditened od ddod sxsde ot .Motmy dtbevro 


esedmom 23. Hittw lao aeefiteud 2900 tI .evets edd 
sano celneheg 8 od bed imel ets eredion saa bas 
my) 


“tt gy dtboto 8 46 ed at VIOV ond to wotv ar 


i <3 
BB | aesto ameae oid ovat tf duq an siuottite ‘ 


% 


SS eatiaiboid jtotet tip add itw ph hor bac Pains rorido 


ot attigeqmos SIs wont ere teermnue bets suaaieet 


_afiotdudident Ietotignt? srarito 28 Yaw emse ont 


seddendw to Moldseup edt gedd Leet ow .ototoredT st "y 
yentons dtitiw aiiteqmoo ef Sotny tibeto gs tom to : 
eo wod to tetdsm s yldeom et Nottuditedtt AL a 


afio saties hsord vrev s MI .Motdtteqmoo aentteb 
dtiw aniteqmoo ef Nolny tibeto s tsddt tJasague vsm 
ysm medd to omoa to avedinem edt sausoed wMed s * - 
tanto sata” Ntisd s to axvéenotauo od setwrerdto eS 
notdtntteb Bids eeu ew tI. .dotdwditdgenkl Istomsnti | Cd 


, eenotudo wo tedt dimbs od eved bluow eno edd 


to oqyd vendo vieve. vilsottosiq bos eloorioce 
ae | dd tw Notdtdegqmos it erew ytetooe AL Moldssingsate S&S | 


Miotdideqmoo yd tt .bted seddo. ert 0. .torkto close 


| | 7 
movl yews aeetleud exist od afitvinde Asem ow | eS r 

‘ Fai [Wee 

aldd tsdid Seotaigo wo al ti ,eMotdudigent rerito ros ¥ 


reeds .bMs yolflaq two to Moldnedott ayo, dom et 
tedd eefise end Of atotiteqmoo tom sis ew .etot 


= ar 8, bees al brow ont. 


note scolts 4. a 
‘eft tay eirvernl dedd oxtlene ot Trew at ar a2 tee ORES 
ath ec berrem meses pin boas WALDEN se Uh a MibL Ot OT | 


i . om in se) ¢ 7” 


eel 


Nethercut é Young 


Terente, Ontaric A1994. 
1 came into existence in Nova Scotia because the 
2 average citizen did not have a source of credit 
3 available to him. The traditional credit in- 
4 stitutions in Nova Scotia uMtil recent years 
5 have been the banks which did not provide this 
6 service to the extent needed. Out of necessity 
7 credit unions were born. It is only in recent 
8 years that banks have started to liberalize 
9 and provide a genuine personal loan service. 
10 It is only in recent years that the loan companies 
11 have come to Nova Scotia. If the Need for credit 
12 had been adequately provided by the banks or 
13 other institutions at a reasonable cost it is 
4 quite likely that the Credit Union Movement 
15 would never have been started in this province 
16 or elsewhere. 
il) 
ia At the present time we have a multi-_ 
plicity of finance companies, banks with personal 
- loan departments and other agencies such as the 
os trust companies advertising their services to 
the general public. All have their advantages 

and disadvantages. 

23 
24 [p145 With reference to interest rates, we 
25 think the credit union rate of 12 per cent per 
26 annum compares favourably. It is lower than the 
27 finance companies and about the same, or, in 
28 some cases, a little higher than the banks. It 
29| - 4s common for credit union officers to suggest 
30 


that a member borrow from a bank or elsewhere 
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1 if he can obtain comparable service at a lower 
Z cost. This, we think, is in harmony with our 
3 philosophy. 
4. 
awe As for service charges, we have None 
4 as such in credit unions. The credit union charges 
: a rate of interest and this is the only charge for 
: the use of the money; there is No service charge 
4 or administration charge. Other institutions 
7. do use service charges, but most often it is 
ie difficult to determine which is interest and 
7 Which are charges, so that it is hard for the 
fs layman to determine what true rate of interest 

is being paid for the use of money. 

14 
15 |pP147 As far as service is concerned, there 
16 is No question but that by and large other in- 
1% stitutions are able to provide better services 
18 than credit unions. Most credit unions are 
19 part-time operators depending upon voluntary 
20 help and, therefore, cannot offer the same con- 
21 venience and service that other institutions 
22 provide. However, where credit unions have grown 
23 to the point where full-time operationsis 
24 feasible, we find that these credit unions pro- 
25 vide a service that compares fabourably with the 
26 best. One must remember, too, that there are 
27 many thousands of people in rural areas and small 
28 fishing villages where there are No banks or other 
29 lending agencies located and where the credit 


union is providing a service to the limit of its 
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1 abilities. These organizations are not located 
2 in these areas because there is not the volume 
3 of business that will assure an operating 
4 profit. This is but another proof of the practical 
5 workings of the credit union philosophy, not for 
6 profit, not for charity, but for service! 
7 
: 148 We regret that many of these organiza- 
: tionsare using a type of high pressure advertising 
rk that is misleading to the general public. The 
% average citizen is of the opinion that the 
maximum rate a bank can charge for the use of 
‘i credit is 6 per cent. We know that the cost of 
~ credit under some plans is actually mcre than 6 

per cents ThHAS-is6xeVawrveduaveay by euccesting 
15} 
‘e that the’ interest: charee ts 6 per cent but that 
i the bank also levies an administration charge in 
” addition, Ultois add ai part ofethe costnof money 
re and we feel should be so stated. Finance com- 
a panies, likewise, advertise the ease with which 
* one can have his financial problems solved 
av confidentially, inexpensively, and without any 
-s bankable security. We know that very often this 
mi is far removed from actual fact. Such loans are 
ee Not inexpensive, and in many cases the borrower 
a knowingly gives as security every personal 
™" possession that he owns by way of a chattel 
i mortgage. Payments are made easy by a level 
~ payment system and very often the interest rate 


" is not mentioned in the contract. We have met 
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cases where individuals were concerned that they 


were paying no interest at all for the use of 


credit. 


Despite the fact that credit services 
are available in many institutions, we find that 
our credit unions are continuing to show 
accelerated growth. This is due to several 
factors. The credit unions and the League are 
doing a more effective job of educating their 
members and the public on the benefits of credit 
unions. There is also a larger Number of our 
people reading and hearing about credit unions 
and with increasingly higher educational stan- 
dards they are able to compare for themselves 
the advantages of credit union membership. 

The loan protection and life savings programme 
of credit unions has given impetus to the 

growth of the Movement because the advantages of 
this programme are becoming more widely known 


among the general public. 


(bo) The basic objectives of the Credit 
Union Movement are two-fold. First, to encourage 
the members to develop the habit of thrift by 
regular and systematic savings. Second, to pro- 
vide a source of credit for provident and productive 
purposes at reasonable rates of interest. Beyond 
these basic objectives, the Credit Union Movement 
will No doubt provide the kinds of service that 


the members from time to time express a desire to 


bay. 
i) 


i eat vorld) dat + tnratoe stow af eubtvtbo, ob red. 


“asolviee : dtbers dsAgd hie ord eben 
Mihi part ow Lato tdudtdent te fit oidetteve os 
worle ot aifualition ets ee dtbero. uO 
» feteves ot aub ef eid? .nAdwors padarelenes aif 
eats eugsed oft bg afiottn Sibeto eT .esotost 


stedd atidsoubs to dot evidoette stom s afitod 


tihero to adkteted edd to otf{duq edd bis atedmem 


tuo to vedswd teogtel s oels ef oted? «atotiy 
anoitu dibero duods atiiveed bts gntbset slqoeq les bs 
-figta Istottpoube teratd yvlattesstotl diiw bas ’ . 
eevisemed?t 107 stsqnoo ot elds ets vedd ebtsb 3 i 
gtreavedmem Sottu dibsro to seastigvbs sdt s 
ommetsoTq exdives etil bas to Etosdotq figol oct ” y 
‘edt ot audeqmt mevin esd afiotny stibero ‘to % 2 
to gensdfipvbs oft eausoed tfemevoM edt To Adwots F io 
‘ awotm ylobiw stom atimooed ets aMmstRo tq atdd loc y 
Big | | ici ar Lobidua {etetog ont. atoms | a 
ihe jas q 
bor ote Yo aeavitoatdo nae edt | (d) mtiaisd oargss ie 
 SEstNo otis o¢ text ; -biot- owd ets sttomevoM * rio EAU jee | 
vd wdtintdd to Sided add qoleveb mt sedition ent las : 
ab 
-onq od _sasitiaiaials eatives nicanadens pas selunes jes 7 


evitouborg bas Sitebtnciee tot s asnaiaed to 29%WOE 8 “obi 


‘btoved .deetetnit to hated eidstoesst ws gegoqiug 
. sueudron 
damsveM isch apes ont nap otasd esodd 


> 


ted sotvies Io. abba arid obivorg Sduob on LLiw Hs 
Oa rs ee han vot. £0 a 
epeebie ste . sneanin ois « of ¢ om hay rinain ipnnras Soc. 
ey tae | on ay Ted as)! Leas : 


P1Sl 


18 
19 [P1152 
20 
ou 
ad 
23 
24 
Ve 
26 
27 
28 
29 


30 


Nethercut & Young 
Terente, Ontario A1998 


receive. It is natural, too, that the Movement 
across the National will set objectives. The 
Brief to be presented by the National committee 
representing the Movement across Canada will 


comment on these objectives and their implications. 


(c) In our Credit Union Movement in 
Nova Scotia we have enjoyed a happy relationship 
with the banks with which we have been doing 
business. We have differences of opinion at times 
regarding charges for clearing cheques and 
Negotiable orders but these differences have been 
resolved reasonably well by Negotiation. We | 
are Not completely satisfied with the present 
arrangement and schedule of charges but, we have 
accepted them in good faith and with the under- 
Standing that Negotiations be continued from 


time to time to improve on the present arrangement. 


It is our feeling that the Credit. Union 
Movement can use the bank: clearing system to 
advantage. In Nova Scotia the League offers a 
chequing service to its member credit unions on 
a corporate basis. Most credit. unions in the 
province have their current. account with the 
League and write orders against their account 
Which are Negotiable through the banks. For 
the most part credit unions send their deposits 
to the League by bank transfers, the cost of 
which is borne by the League. Other credit unions 


mail their deposits to the League by registered 
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mail which is insured in transit, the cost of 
Which is borne bythe League. Credit unions 
situated close to the League Office make their 


deposits in person, 


The advantage of this arrangement is 
that it enables the League to pool the combined 
unused resources of credit unions and by so 
doing is able to offer a greater service to 
credit unions and their members. It is actually 
an extension of the credit union idea. On the 
local basis credit unions receive the savings of 
the members into a common pool from which they 
provide for the credit needs of the members. The 
League receives the surplus or unused funds of 
credit unionms into another common pool which 
provides for the added needs of the local credit 


unions, 


Six credit unions provide a chequing 
service on a personal basis which permits the 
members to write orders against their deposit 
accounts with the localccredit union. This ser- 
vice also brings within the credit union opera- 
tion additional resources that can be used to 
some extent for additional loan service to the 


members, 


There are two arrangements that credit 
unions and leagues may use for chequing purposes. 


One is the unitary system by which each credit 


Ns way bea > -_ = Lea 2 ec 4 bee oe ato 


- 


409 deoo edt dienstt a5 a potent! at cots Etat : 


pNoity gtbstd _suased arttyd afirod af Aotdw 
HtONS ‘Silem SottIO sUasST Nd OF seoLo bedsntte 


foeteq Mi etteoqsb 


at dt ouch biipte ss atdt to daicitintanr ont 
péntdmos ett Looq od eased ond eoldsie JL Isdd 
oa Yd bog edotny ¢Ptbero Yo eeotvoedsy beanny 
“OF sotvyee setseta gs Toto ot elds ef aftob 
viisutos ef $I .evedmnem skedd bis eMotny tibet 
eid 10 .gobt Motty dtbero edd to Mo Latedxe ts 
0 aativee odd avisoor aftothn dtbero elesd Isool 


vent dotdw mort Looq Sommoo 5s otnt eredmem odd 


edt levedmem oft t6 abeet dibeto ont tot sbivotg 


4 ebaut poauttu vo eulqive Sac eovieoost evased 
dotaw loog Nommoo tetdoms oft effofoy Ftbe to 
tibet Isoof ett to ebset bebbs edt tot goebivotgd 


.ano fifi 


~ohtupedo 8 sbivotq etolmy stfbero xtra 
ant atime Hotdw @fesd ([snoereq gs fo soltvisea 


dtzoqesb Yond defitsas erobro sdinw of eredmom 


w¥oae etd? “okay gibsroolsool and cdtw etmuooos 


~stego flottiy tibeto edd middiw enftitrd cefls solfv 
ot boey sd ts tedd weotyoeet [stots fbbs Mold 
efit of sotvreb sol fstotdtbbs fo't ditetxs emoa 


,ayrednmnem 


sea lope teas atiomeaistys owd 97S orodT 


1 


s COROUT St need psn Fed Seu vee counsel bas ato tne 


Moet ABs dotsw xa bre yusditw mee = seer 
SURO RS gjieooul tied? i Dgant 
; ey; jy 


oe “le 
hoe i boo 


| ‘ 
R 

Cos = 
\o 
AY 
if 
8 
| 
| @ Pa 
| J 
jor | 
pit 


perq 


Nethercut é Young 


Terente, Ontaric A2000 

1 union must apply to its bank for the privilege. 
2 If approved by the committee appointed bribbe 
3 Canadian Bankers! Association, the credit union 
& agrees to an arrangement and a schedule of charges 
5 | Which, to date, has worked out exceptionally well. 
6 There are disadvantages to this arrangement. 
7 || Each credit union must make application to its 
8 bank bank for the privilesze which could cause 
9 some concern if individual bankers! did not’ like 
10 the idea. Under the present arrangement it is 
11 Necessary that such credit unions keep an open 
12 account in the bank on which its orders are 
13 drawn, which, to some extent, defeats the pur- 
14 pose of the arrangement. This has a tendency to 
15 spread unused funds among the various banks rather 
16 than pooling them within the Movement. This 
17 arrangement also presents some difficulties Dor 
18 eredit unions in remote areas that are far re- 
19 moved from a bank. 
20 

156 The second and alternate system is the 
- centralized clearing plan by which the League 
ic negotiates an arrangement on behalf of its member 
a credit unions. Under this arrangement all orders 
are drawn on the League and the League, in turn, 
: works through the main branches of each of the 
3 banks. We would prefer this system but because 
ch the details of clearing and depositing must be 
i done at main branch points, we find this impossible. 


The main branches of our banks are located in 
30 
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Halifax whereas our office is located in Anti- 
gonish. To shift the operaticn at this time would 
be economically unfeasible for us since it would 
mean moving some of our staff and the equipment 
that is Needed for this particular type of 
arrangement. We would like very much to see 
changes made in the arrangements that would 

permit us to use to greater advantage the clearing 
facilities of the banking industry but since this 
is a problem that has implications of a Naticnal 
Nature we feel that any suggestions for changes 
Should come from the national committee.'repre- 


senting the National aspects of the Movement, 


(ad) We have no particular comment to 
make on contacts with the Bank of Canada and 
the Minister of Finance. Since our credit unirns 
are iNcorporated under provincial laws and super- 
vised by provincial governmeht inspectors, there 
3s little, if gany,. contact with, the Bank of 


Canada and the Minister of Finance, 
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EARNINGS, EXPENSES AND RESERVES 
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Vas 
The following is a consolidated 


2 
158 (a) 
3 
Profit and Loss Statement for credit unions in 
4 ‘ 
Nova Scotia for the year ending the 30th 
5 | 
September, 1961: 
6 
7 EX PENSE INC OME 
8 Rent, light and 
Heat $14,976.38 Interest Received $1,119,447.37 
9 Salaries 212,352.36 Other Income 115,362.53 
Office expense 06,606,354 
10 Loan Protection : 
and Life 
11 Savings In- 
surance 211,548.48 
12 Other Expenses 75,679.85 
13 RES ee 
TOTAL EXPENSES SELL, 166.50 
14 
NET GAIN $663,646.52 TOTAL INCOME 


The major source of income for credit. 


159 
unions is the interest received on loans to members. 
Other income 


his amounts to $1,719,447 37" 
listed at $115,362 is made up of interest on 
interest on loans made by transfer 


investments, 
Gividends on insurance 


from savings accounts, 
premiums and miscellaneous items of income such 


as from rents. 
From the details of expense it will be 


light and heat is emall. 


160 


noticed that rent, 
This is because few of our credit unions have to 


Most credit unions either own their 


pay ‘Ten.. 
own small buildings or space is provided free. 
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Salaries account for the largest single item 
of expense and represents only 17.2 per cent of 
total income. Again this figure is low because 
of the fact that most credit unions do not pay 
full-time salaries but depend to a large extent 
upon free help given by treasurers and other 
officers. Those that are paid receive very modest 
remuneration for their services. Office expenses 
account for $56,606 and this includes stationery 
and bookkeeping supplies, postage and other 
routine office expenses. Loan Protection and 
Life Savings Insurance account for the second 
largest item of expense amounting to $211,548 
or .l/ .diper cent of total income. Other ex- 
penses amount to $75,679 and this covers all 
other types of operating expense including 
bonding; interest on borrowed money and deposits; 
bank charges, depreciation; insurance, taxes; 
education; League dues; advertising; annual 
meeting expense; auditing and the expense of 
delegates attending chapter meetings and the 


League's annual convention, 


The net profit, after providing for 
Guaranty Fund and other reserves, amounts to 
$555,875 according to the official report of the 
Registrar of Credit Unions for 1961. This amount 
ls returned to the members as dividends on shares 
and refunds on interest paid, with any balance 


going into undivided earnings. 
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It-is significant to point out that 
$555,875 out of a net of $665,646 is returned 
directly to the members in the form of dividends 
and rebates. Along with this a number of items 
including loan protection and life savings in- 
surance; League dues, bonding and educational 
expenses benefit directly or indirectly the members 
of the credit union, It is, therefore, easy to 
see that the credit union, in practice, does 
operate so that all financial gains made by 
the organization are returned directly or in- 


directly to the members. 


(bo) (~All credit unions in Nova Scotia 
must set aside each year 20 per cent of their 
Net earnings into a Guaranty Fund which is main- 
tained as a reserve against losses because of 
uncollectible loans. All write-offs are examined 
by the supervisory committee and the Inspector 
of Credit Unions who satisfy themselves that such 
write-offs are made only after every attempt is 
made to collect. It is common practice, also, 
for the inspectors to insist upon credit unions 
crediting all interest Seller ed oh a bad account 
to the principal amount and then charging only 
the remaining principal balance to the Guaranty 


Fund. 


Credit unions may also set up other re- 
serves. A reserve for education may be set up 


but the amount shall not exceed 10 per cent of the 
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1 surplus in any year. Funds so set aside must 
2 be used for educational purposes within three 
3 years or be transferred to the Guaranty Fund. 
4 A credit union may also set aside a reserve for 
5 emergenéies, estimated losses or special ex- 
6 penditures but these must be used within ten 
7 years or transferred to the Guaranty Fund or 
8 distributed to the members as dividends or rebates. 
9 
10 VII. VIEWS ON THE CAPITAL MARKET 
11 
Pl a Unfortunately we do not feel competent 
- to express opinions on this subject and since 
* this question does Not appear to be of any 
: great significance to our Credit Union Mcvement 
a in Nova Scotia, we would prefer to make No 
comment. 
17 
18 
CONCLUSION 
19 ‘aeoths of. 
20 |P166 We have tried to present to a study of the 
21 Credit Union Movement in Nova Scotia substantiated 
22 with official facts and figures where it was 
23 possible to do so. We shall continue to attempt 
24 to assemble for the benefit of the Commission 
25 further material that we are requesting from our 
26 credit unions so that it, too, may be available 
27 to you. We have enjoyed doing this Brief as it 
28 provided us with an opportunity to review in more 
29 detail many aspects of our Movement which other- 
30 


wise would not have been analyzed for some time. 
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It has also made it necessary for us to re-read 
some of the basic philosophy of our Movement and 
to become more conscious of the hopes and 
aspirations of the great men who gave birth to 
eredit unions and nurtured them so well in the 
early years. Probably the real concept of the 
Credit Union Movement, as a part of the Co-opera- 
tive Movement, can best be summed up with a 
quotation from a speech made by the late Dr. 


M. M. Coady who spent his life, with all his 


talents, encouraging the people of these Atlantic 
Provinces to co-operate with each other to 
achieve the more abundant life: 
"We have no desire to remain at the 
beginning, to create a Nation: of mere 
shopkeepers, Whose thoughts run only 
to groceries and to dividends. We 
want our men to look into the sun and 
into the depths of the sea. We want 
them to explore the hearts of flowers 
and.the hearts of their fellow-men, 
We want them to live, to love, to play 
and to pray with all their being. 
We want them to be men, whole men, 
eager to explore all the avenues of life 
and to attain perfection in all their 
faculties. We want for them the 
Capacity to enjoy all that a generous 
God and creative men have placed at 


their disposal. We desire above all that 
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1 "they will discover and develop their 
2 own capacities for creation. It is good 
3 to appreciate; it is godlike to create. 
4 Life for them shall Not be in terms of 
3 merchandising but in terms of all that 
6 is good and beautiful, be it economic, 
7 HoLitical, social, cultural or spiritual. 
8 They are thetheirs of all the ages and 
9 of all the riches yet @oncealed. All 
10 the findings of science and philosophy 
11 are theirs. All the creations of art and 
12 literature are for them. If they are 
13 wise they will create the instruments 
14 to obtain them. They will usher in the 
15 New day by attending to the blessings 
16 of the old. They will use what they 
17 have to secure what they have not." 
18 
19 Respectfully submitted on behalf of the 
20 Board of Directors of the Nova Scotia Credit 
21 Union League. 
22 
23 (signed) R. MacMullin 
24 Managing Director. 
25 
26 léth March§ L962; 
27 Antigonish, Nova Scotia. 
28 
29 
30 


SAS F ’ © «= LS < 
pees ye oa i Ruka Ye 


re ate + qofeveb bit arnovoceth tw AN 


Boos ads ar tio bs se 0 0%, storm m0 


7 


tect Ifs' towemue? mt dud attetbtedorem | sibers 


otmotoog dtoed .Llwiidused bis boos, ety 
feudisige yg [axutine .Istooa ylsoitifog”. 
big sess edd Lieto etled edd ers vert. 
LILA .belseottoo doy eectoty add Lis to 
wdgoeroL tra Otis soffatoe to aati bart edad 
big drs to efloldseve end [LA .ettedd sts 
| ete vont II imedd sot ets ommistedtl,, 
odtiemurdant end etpeto LLiw yor eatw 
ent mr seday, [fiw vorlT .modd Aigtdo.ot 
eeniteestid end o¢ attbtisetis yd web well 
vent derw cau tliw. ved? . «blo, edt, to 
" don eved vers terw emose, od ever 
efit to MWeded to bedtimdve vilutioeqesh 
tithes) sitooe svoM adit Io exvotoetid to bised 


‘) Jeungsed cso fayu 


nitfiluMosM., A (bette.ta )y 


.to toorTid oftesiteM 


‘= S0CL,cotsM Asst 


. ppttose isvol eda tnoglina 


oe 
oO 27° eee CL sniding 2e° ZL9 "Tee ' 2 
a 00° Ot § O1e$ - dn pred pue penssy 

<x yous onfea sed 00°0T$ 


yo sezeys 0000S — pezproyqny 
een 
G0°020°92 


Yours feqideD - go°60e‘°SET quewdmbe pue seungxyy *eumngqyuuny 
?Tv LIdvO 96°eel‘60T $ SZuypimq pure puey 
ZT €ze‘ost Ge ele "NG earesed [ereues *LSOS Lv SLESSv daxIa 
OO°edTt Sesuedxs uocTAUSAUOD JOJ seAtSEsS2z 
Et H6T SEE uojWepeadep u0j eATSEsegy ; ‘ pao 3 5 Sr 
€9°6TT ‘6 puny uoyWezijqeas 10j sazesseg 94° SS6"e SaoeavHo desdaasada 
nG°Elgses. squemseAul 
pue suo] UO SessC] I0jJ sAtTOse2z Gz° ry 
: 2°7lL"9 (queuquedeq Suyjuptdq) 
=) SR SRE 
LT * 062 $ 3ssesejuy JO punjzos eS MNI GNVW AddVvd FAO AYOLNAANI 
Sz°L26'L autem ane ive nerwe*sstfe  Retg9 CLE *T @[QeAjeoer seSeSQu0W_ 
jo eseyound uo Aumnoos;p pezyquomwPruQ 00°Ses 08 38090 22 SayqjuNdoSes s3sYyIO 
?HWOONI Gaaagaad 00°Ze9 TELS (o%° 699‘ Tegg antes 
qeyrem fOE°NTO*TZL$ 3800) 
€0°6S0*60N' eg 00°0eT 2 SuojAdprosqns yo0R8 feqjdeo uo saysodeq red qe sayqpinoes e[qe exteW 
62°680‘9EH sqisodep aevet ¢ >SLNGEWLSAANI 
00°SES ‘Tez sqsodep svef : So 
00°009‘2 sjsodep ave : 96°992°LLS $ 00°000"00T BIIOOS BAON fo yuVG - 
00°S8s‘ 029 SaOEee puny sequerens ~ ; : JUSUIISOAUP UTE 2I0US 
LH e2ZS*QSe sqjsodep [re5 60°299° ET. e[qeAjeoer BSAUMODDW 1980 
L2°T09*t0L$ BAUNO0DDR AUeZIND 92 "oz' Te e[qeaAjeoed QAserEeQU] penusoy 
o : SNOLLVEINVDYO SALLVAadO-Oo UNV phe eek faeces elqeajeoer sugoy 
s & NOINO LIidado aAaaWaW OL and CSG DEO NLTS RAPES EL PEM, BEST 5O er 
: = been 
Ss ¢ SaGILIITIaviya =e SLASSV 
2 z | : 
= T96T ‘OE Nady 
oom 


an3vey uojun AperD wyAooS PAON 


suo; eed JO QuemMIaAeAS pue Aeesys souegeq 


28 
29 
30 


6.3 46 8 4 8 68 F&F we FSF HA 4 GB A a | 


= =F , ie FF 
eaolgaisqO to tuemeses© bes toed& eonsis&l 


eugsel seinU tibezD sizos® svoli 


£802 ,0€ IgA 


. SRITIIIGALI | ovniia 
7 = MOU TL Gano SS3aMamM OT SUG . a "asm 
-_  . . | :BHOITASTVADSO SVITARSIO“-OD GHA CQ0CeATIE eindd s1bas Saad se aaa 
ee TS.L06 ,A0TS . etnvesss toeittwO , BOsOT a ges eidsviecet ansot 
i f ae o $i. BS2 dae - 4 é j atisogeb lsd e8,.¢805,2& ; eidsvisce: taetesai bowena 
, eons . 00.282,0S8 ae *ccr/t Seed darts? . 00.506,EL sidaviese: asnyol0s hoo 
eae 00.003,S ~ 2 atieegeb taex f Jaemseoval arrest Jrod& 
aie a 00.2£2, 185  gaizoqeb wert € ae .ads,.fTe 2 06.000, 001 sisooS svoli to sansa ~ 
— ” — es. 260, dea - gtieogsh asex ¢ . L@TUSMTS ut ; 
- €0.080, eC ssoltqioadue voota Ist > adiscge “4 rene 
3 ae ae wil 48 ee eae taq ts acithiucee oldssedlis 
} tesdaem 10€.4id,IST¢ 20D) 


COUL GSAASaASad 


to ersdotmg ne Savosalb bestiiomasU 00.586, LETS , (044.085, 268¢ evisv x 
adnomtaevat 00.2S2,02 taoo ts. selthuoes 19eftO 
#5.i75,2€£,5 $3.00, ETE.f ‘ sidavisset asasas10M © 
:SaVASSSS © | Stare 
testetni ta baster 101 evresesi = HUI GUA ABSGAG FO YAOTUSVUI 
bis anacl no eesec! 101 sv1eaeSi ES ATT gS {(jnemsusged yalsamad) 
ainemtesyai é 
bout nolisalidata ict evisessi ; . ao 
nelisiosigeb tot evieseS oF -ce0,¢ : | BEDAAHD GSAATISS 


| acensgxe coltnevneD sot evrsseA 


ervreaese: lsisemeD 4 Y 
:TSOD TA BTSSaGA AaXTI 


+JATIGAS 32.865 ,COr @gcibliud bas bast 


= #0032 IstiqsS . £0.008,.c&f €0.0S0,08 tnemglups base esisgxit ,erssinis 

to sersda 009,08 - bestrodtuA 7 a se shmraaaercaea . 

. dose scuiav ssq 00.0L¢ 
~- qu blag one Sexvast 

asiqurée 


ae. i a Ot tie a i a ae ae 4 iio ss 7 —, - 
re he el el > ee PE Siete te PP hs Se eer 


nnn. iii i 0 60(0000€— OEE:  —e—_—sS  — Ors 


OV Tb 82S ‘209 ‘z$ 
a) 
es 68 £16 ‘S82 68 €12 ‘69 | “snqdang 
x 00 °002 ‘1 zz$ “sareys OZI ‘zz - dn pred pue penssy] 
“qoee anyea aed 
00 °OT$ FO sezeys 000 ‘NS - peztzoyny 
"y203g¢ TeiIdeD 
"Ty Lidvo 
96 °6S6 ‘82T 6€° LIS ‘LP *2ALasaI TerauayH 
00°219 "UOTJUZAUOD WNND 1961 4JOj earasoy 
Eb OPE “62 ‘uoTeIDaadap I0j aarasay 
6€ OL ‘9 “puny WOeZITIGeIS 10} aAIASOY 
8S “810 ‘St *sueOT UO SASSO] IOjJ aAIaSay 
LI °062$ *jSoT9zUI JO punjaa I0j aaragey 
SSAAUTISTY 
61 “€19‘S *sJUSUNS2AuUI jo 
aseyoind uo IuNOdsIp peziji9oWweUn 
-AWOONI Ga uuadad 
LE*1T60 ‘281 ‘2$ =00°08F *suotjdtaosqns 4303s Teqtded uo sztsodeq 
62 “6€7 “TZE *sqtsodap aeak c 
00 °S8E *9S2 *sjtsodap aeak ¢ 
00 °00S ‘OT *sjtsodap aeak { 
99681 ‘SES *s}tsodep puny saquereny 
S9 SHE ‘88Z *sjtsodap qTe5 
LL‘*1S6 ‘FLL$ *syunod5e Juariny 
— *SNOILVZINVDYO AAILVYAdO-OD 
S ‘S GQNV SNOINN LIGAYD YAGWAW OL Ana 
> Ss 
eS = SNOILVDITEO ASAHL LAAW OL 
z= € 
= = 096T 
= 


enseey] uolun AIperzD eqQ0cos eAON 


TP 82S ‘209 ‘z$ 


LL°€S2 ‘621 


06961 ‘€ 


6% S62 ‘9 


8b 112 ‘096 ‘T 


LL°OZI ‘80S$ 


‘O€ Tidy 


6S “6€8 ‘EZ 
SI “PIP ‘SOT$ 


8b 9Lb ‘622 ‘T 
00°S2S ‘Ss 
00°02 ‘Szz$ 


S1°b00 ‘TT 


L6 19% ‘S2 
96 °8S€ ‘OFZ 
69 °S62 ‘TEZ$ 


*juawidinba pue sainjxty ‘aanytuing 


*ssutpring pue puey 
*‘LSOD LY SLASSV GaXxI4 


“SAOUVHD AAUYNIAIAG 


*(quauniedag dutjutisq) 
*HNI GNV UFdVd JO AYOLNGANI 


"@TQeAIaDaI sadesiIOw 
*JS09 Je satqtanoas rayiO 
"(02 °169‘2S9$ enTeA IaxIEW 
"21 “9BE SLIL$ 1802) 
ied 3@ satjiindas afqejayiey 
“SLNAWLSGTANI 


"@TQRATaaI sjuNOdIe I9ayIO 
“9TQRAIaIaI Ysarajul paniddy 
"aTQeAtTaza1 sueO’y 

*syueq UI pue pueYy uo yseyd 


SLAUSSV ASAHL GTOH 3AM 


suoiqzeiedO jo jueueqeIS pue yeeySg sourleg 


16 gO WY 


igsxeqO to dnomsist@ bus seod= sonsiaa 


_ evgset aoinU tibs1O siteo2 svolt 


_08er 


uO eS. Sean. T24aM OT 


“FV. Pae .2Tve 


~ &8.2b€ ,88S 
~ 83.081 2&2 


06 .G0d .0f 
00 .26E ,d23 
eS .CES IS€ 


COu SEES 100.981 S@ 00.062 


ae 022 .8Si 


Pte Aelita one 


TL .0eS@ 
82.810 .22 
@£ .OTI 9 
Eb .OBE eS 
00 .T19d 
@&. TL, Te 


00.00 iss? — 


_ OB .£1T bd 


“2AOLTASIVADAO “VITA AGGO- O23 


ataveses fastivO 

-yadssogsb iis 

©» letfeogeb bout estasisuD 

~atieoqeb assy | 

saiiaegebh tesy F 

tas setieegsh tsey ¢ 

Janctiqizoadue A2oja istiqs mo aijeogsd 


S3MOOV GAAAAASS 


i Rech Ri Sas Sap neste 


sasiotng mo tavooeibh baxiisemenU 
Bias BSvai to 


2 VAde2aA 


-Jeaxeiai to bartei tot svrseeH 
.aasol ne aseso! rol syvise04 

ersccm:| noitssilidsté tol svises 
-neitsiosiqsb 10i svieseA 
solinevasD AAUD 160! x0l evises si 
.svreasi lsisa9D 


lan e-MGATIGAO © 


9032 Letiqg5 
00.012 Ic asasde 006 82 - boxisodinA 
.fo69 suisv 18q 
. sestsde OSE as 2 = bisq has bepeal 
-suiquse 


2CE HagA 


TY .OS!L .B02F 


8b.118 ,Od@ .f 


Gz .c0T <a 


Of .dPE ,E 


2S..€23 C51 


EB ave 708 se 


—= 


ae 
al 


2TaczeA S2RHT GICH AW 


AE CSE TI 


@d.2eS LES2 
ae 528 08S 
$e 108 (2S 
21.500 Li 


GO .01S .eSt% 
00 .¢Se ,¢ 
gp .9T2 OSS I 


Bi bid 2012 
G2 .C£8 ES 


eee 


eTaee 


odngd ni bas basd no deso e 

.9ldsvisoo7 exsol” iss 

sidevie2es tes1sini bsvi935A ~~ J 
-9ideviese% 240236 +3100 


_ on 
a2 Ieee 8 


aa eTVAMT eS VME 
t8qQ ts esisimuose2 sidsisd1sM 
iS1 .d8€ .VIT? t2aos) 
OS « {ee ede oulsV sodisM | 
Yeap teveoiitvese saI0 _ 
soidaviga7, eogsgitoM | oo i A 


. 4 oa {ti ev : “4 
AMT aviA AAGAS 40 YAOTMAVU sactee? 
{tes odisgsG aggie Yl 4 « ieee a 


sa 7kou 
ra . 


2AaDAAHD AgARAAISC. 


Fn eT 


:TeoD TA eTaeea ‘aaxr 
a agarbliod bos baad 
Jaem@qivps bas esiyixit .stutintw4 


I eee a pr re ce ne ne 


oO ST "S69 ‘EEE ‘27$ 
ra 
“ €S “156 ‘292 €S T6199 snjdang 
<x 00092 ‘961$ sereys 919 ‘61 - dn pted pue penss] 
yoes anjea aed 
00 “O1$ FO sAITeYSs 000 ‘0S - peztzoyiny 
yooIs Teitden SS SSS 
"TW LIdVO ST "S69 ‘ECE “2$ 
(Sp aJendye, COMeii 26 °P0S ‘IP eATesar [e1sueh 28 °€9E ‘9ZT ¥9 “66 ‘02 quawidinbs pue seinjxty ‘aanjraing 
00 °292 UoTJUSAUOD VNNO 1961 IO} PArosoy Sl'PIF‘SOL ¢ sButpiing pue puey 
08 °£09 ‘2 uotzetsaidep 103 aarasay *LSOD LV SLASSV GEXA 
60 °1ET‘S puny UOTJEZTTIQeIS IO} sATasay 
TI “960 ‘6€ BERT MO oS SEE age sso Sou 6% SST ‘E SADUYVHO GyzwNaIAG 
LS °0Z ¢ }S219}UI JO punjer 10j aarasay 
SAAUASAY %S°0L6'S (Jueugiedsgq Zunutsqg) 
UNI GNV YUaddWd AO AYOLNAANI 
09 °PED'F S]U2UT]S2AUT jo 
aseyoind uo junodstp pazijioweuy 76 °9S6 ‘268 ‘T 26 °1ZE ‘HS2 ‘T PTQeAIA9I BaBeBIIOW 
*HWOONT GCAYUNIAFAAG 00°S2S ‘'S 3809 J& SoT}IINdes IaNMIO 
; OO’OIT‘EE9 §$ (08 "h2 ‘F8S$ ontea yoxeEW 
€S 16S ‘SO8‘T 00 0€0 ‘I suotjdt19sqns 4503s Tej1ded uo sztsodeq ‘ZT LEL'9Z9$ 3809) 
8 “8ZE “96S sjtsodap wire] red 3e satjtandes olqeyayseEW 
96 °8i2 ‘19F sjtsodap punj sejuereny ISLNAWLSAANI 
bE IOT ‘282 sjtsodap Te) 
S0°€S8 ‘POS$ sjuno s9e JueTIND 8E°SbZ‘SOE $ 99°SLL‘IZ SJJEIPIZAO JUNOIIE JUIeIIN , s19quopy 
“SNOILV ZINVDUO AAILVUAdO-O9 SI °98T ‘II ®TQeAI9III sJUNOIDe 190 
GNV SNOINN LIGGYD YAGWNAW OL Ana ZL°F98 ‘61 PIQVAISI0I Ysor9}UI penz>9.Vv 
92 °81S ‘ZI1z PTQeATa.9I1 sueOT 
00-000 ‘OST $ (daunogFs) NVOT MNVG 9S°006‘6€ $¢ syueq ul pue puey uo ysed 
Ss 
Ss ‘: SNOILVDITEHO ASTHL LAAW OL SL3SSV ASAHL GIOH FM 
oe s 
ss Ss 
2 
s 6S6T *O€ Tludy 
= Ss 
3 & 


ensesey uolug pesto wPIWCoS eAON 


suoijzeiedO jo QuewejeIS pue Aeseys sourleq 


TT Sl EO Lee a ON a at ay 


€@ .102 ,208 .1 


Od BED > 


aR. 128, 525 # hs 


% 


Se 


v01r" 


2NOITADLISO B24HnF Tas 


20 £28 (BO2F 
DE. 101 SSS 


Sec BTS fap 
2 Hf BSE yaae 


00 .0£0,5 


Te.20S 2 
11 .d@0 PE 


ee SELLE 


93 -£08, BS 
co. tas” an 


Se. 20E . re 


- 00 08T =e 


€2 S12. 36 


= 


aa It ‘SIGAT ne “XIGUSS IA. 


Sop ili 2" 


1 
oP 


Fs 


7 


See ‘achat ‘gibex useos svoW 


eeel 


-) yqasuose) wAOU BMA 


EIS AO ELLOS L LOOT! OE AL, 


CMA eviOIwU TIGGAD AZEMSM OT aya 


MMOITASIMADAC AVITAHAIOC-03 
2jquoo36 TatIwO) 
etigogsb lisD © 
etieogeb bau esinstsuO 
3 == S338oqsb sseT 


enoltigizaedue Asoze Isliqs> ac etizcge 


<MOOWM GaAAZIad 


sesdoing no Inuoseib beatitomacU 
einemtesvai jo 


: _ AV RaAeaA 
fee 19th to bruist 10% evi3esH 
angel mo 292201 sot av (92s 
bau® nettssilidsse <0] avreesA 
noitsiosxged tol svis22A 
soitnevacd AMUD (301 soi ev1e25A 
eviseat lstsasD 


nJATIGAD 


Hoote isiigso 
oo slo ¥o eotsde 600 O@ - BesitodiyA 
floss atisv T8q— 
estede 876.01 ~ qu. ay bas bsueel- 
auiqune- 


ety 2 


; Of ey: 


SE .28S .20€ @ 


Se 620 S08 (i 


a2 .OTE 2 


Od .3ci .é 


$8 E88 ,oS! 


ISAT AT OR ST Te 


#1 .283 .£8€ 38 


SEE 


= Shcti erea®) to ansmosas® Gis Jeeta eonsisa 


27 E224 A23HT GIOH SW 


SS . S482 i >se 


az.ooe.ee  & 


os 812 SIS * 
Ly 868 1 
@f .a81 if 
ae .eTT 1S 


ane RE ST 


69.011 £88 2 
03 .25é 2 
SO ESE bes 1 


ee Ca I EEE 


81 op .cai 2 
28 .0Re 0S 


alesd ai bas based ao des 


‘gidsviess2 enso. 


> 


sidavisoss tae tstsi beu133A ~ 


sidsvisoo 1 einyezoa i9htO 


efacbreve InUCSDS LastTIUS ‘axrodn le 


: 2TMAMT2awyt 
2sq is esifizyosa sidsiedisM 
:S$1. 7ST, 8892 2009) 
{G8 .#SS .d822 eziay todiaM 
se05 ts Beitiau ea 19000 
eidevia2s% mapantzeM : 


Rava aha AZGAG 40 YAOTVAVV 


(jnertiaged gsitaitd) 


@ZORA4AHD CZAAZISS 


TROD TA 2TReZA GAKIT 


egaiblisd dae baal - 
inecrgiups bas aetadnit .sivtiated 


ci 
oe! A 
Oo te°oen't AVEA GHL AOA sn taans 
ss o€0se*te $- TE*ONESE $m : aVaA AHL AOa LIolaad 
zenents eeour Sa ea To. 2S° TILT eT €6e"eS Zo°se eouBinsuy Quewfojdweun 
€e° ets. 49° TO9 Se°]etn ydeudeje pue suoydelaL 
S9°9%2*6 02°080‘ OT 46°0L9‘ TT SuyeAeLL 
40° 9%0‘ tt 86° 19‘ ee ; 9S °942‘ Te 22550 
, adz0J pPlayz 
eA BAA SUW py 
3 SopIPES 
02° TSE StT°SL9 SuyuyerL FIVIS 
00°002e*T ; 00°006 00°006 a 
00°0SE 00°0SE 00°0SE UOFAUSEAUCD YWNNO T96T 4OZ UOo}sjAcsg 
TL°TS9 T6° 49L Lt° 029 e3eQ 80g 
€e°6teé*e Se°eetfe : Gt°62eT tz esguedxe [eucjAZvoOnpe szeyWO 
€%° 498 99° 00S 69°SLS sayddns 3801330 
TE° 992 eL° tty €8° €oe SNOSsURTeOBIWI 
00°0SE G2° t62 29°982 3IpNe pues [ese7y 
00°SS 0S °60T 00°SS eourmsulr 
L0°E9L + e2t° 409 LT°9€9 seSreyo yxueq pue JsezequT 
9S°eeh "waxq PItom WNNO 
00°000‘T 00°000‘T toRRISsdo-0D suqjueW = squeID 
98°eT 94°S2 Gt°S2 sseudxe pure 4YyZjer.7 
60°St2 02° 96T Ge TSE SS0LD eng ,seefoidmq 
02° TET oo° ere ge°669 puny juemezjer ,seefkojduq 
LS°ORTST St°ene TE° OTS uoyQ BJDeudeq 
00°9%7S°S the Tee's 00°640'9 s2uBI5 pue send 
6e°Lette 96°299'2 92°86‘ T sesuedxe ,seA}Qnoexe pure ,si0R99z1q 
00°0% 00°S4 SoURISISse [SACI UosQusAUOD 
L0°82% 64°60L €L°S60‘T gsosuedxa woyQusAu0D 
=e 06 * Ste 7s 6€°SlS = ¢ HE" 00E - ¢ Sujs}Jueapy 
= S *GANLIGNaARGXaA 
eo = 
CS 90°SSe‘fes¢ SE°6L 26°69E6$ S6°%E 2T° L476 § ott SnOSUETSOSIW 
zs ee 94°Set . : (2°9N) ed}440eG SueW 
> €o°tze*€ T6° €62°€ GE°6S9°E quemzzedeq ueoT pues qsodeq wows Aue 
= x eb" eTh eng 90° T66 ‘S$ LL°Lee*Stg sonp jueussessy 
laa T96T 096T 6S6T owe oye 


T9 £09 ‘6S6T ‘O€ Tadw = juemquedseq Teuopvonpy” — suoyjzesredO jo ‘queweqZS 


Ill aIagvVL - XIGNGAddv 


| ve) ~~. OD Sa 2S 


er Tie a ean y OF eS OS oa oY, 


~ 7 4 
Se ee IE bie or) a = ro ) = oo o 3 
: ak SIGAT ~ xIaMsa9 tA ace 6 a ee 


— 


Ie ,00 ,0eef ,0€ aah: = a. lacoltaonbsl - asoltsiteqO %oq snemesss& 


Laer oder ag: acta : eeet 
rh: an SO .6r4, BAS 80. £00, 283 (Fr gan SU. TSS. cat sevb tnemeassaA 
7 . -- £0, f¥8,& r2.€O8,E 2E.08G,€ tnemyisqed asc bas tisoqsA mort tasi 
ay 284 (te) solvteS sgailisM 
00.225, S22 ce. ef SE. CSE, QAe ee. 88 : Sr. THO, Be : avoonaileosiMa 
; a :2AUTIACvVAGXS 
198 ete 02 of.2e5 & ~PE.ee. #8. #E.00€ @ = : guisitievbA 
eee ne O.28S4 ey.e0T - ET.€00, 2 eaeaneqxe noltnevao> 
00.04 i. Patt. soastaiass Isvatt nolsnevmoD _ 
eS. 8a, — o2.56a,5. as.8Ae, 5 eseneqxs ‘seviguosxs bas 'atotostid 
00. 382.2 Shh ISS 2 —  GO.eT0,2 sjnsi> bas sev 
~Fe.0dr,t ti. SAS df. a8 : goitetvesqed 
~ OS.f€f . GO. €A8 86.eec bust gnemesites 'sesyoigma 
€0.84S GS. def Gg. LEE eeorD seni 'aseyciqm 
es 35 OB. SE Sy .28 eis szerqxe bis trdgiot Tt 
7 iar 60.606,2- 66.000,f — sogstSqo-0D emidixtaM - acarsei1] 
32.888 st28 bliow AMUS 
96.867 S$i.fGa . Sr.a€3 @egisds dnsd bee dsexssal 
60.¢2 O2 .@6L£ ; G5.¢é sonetiuenl - - 
00.02€ #S. LES $3.88 tibuz bas isgsd . 
nite ‘Ii #e.d68 BY. Ad €6.E0€ ; ‘ euoenallecaiM 
£4.98 . 33.092 e3.2T2 . ssligque solttO 
€S.°fE,5 SF .f£2.5 : ef. CS2,S eansgxe lancitsoube ted3CO — 
Pee wale) ‘fe. ay Ti.053 epecsoS 
86. 0c£ 56.92E ‘ 96 .02E moitaeracD AMUD D £6e1 <0% aolalve?a 
_ 90.008,2 §0.09° o0.06° sasF Peis 
: S282 iOS. 5ee sank  ak.eye oo gainisyT tist® , a. 
rao , a : : seizsiaS : 7 
i ; .. evis sizainimbA . 
; ; sot0t biel x 
TG. 480,48 2 ..85S, £5 ssttztO o 
23. d48,.2 2.076, Ff satllevstT as 
ES S82 2e.ai2 dqexpelet bas enosdqesisT “he 
2£25,.5 $0.26 sonatyenl! Snomyolqmen i 


88.45 
SAABY SHT AOU Tiolisda 
GARY SHT S08 BUIFZAVEe 


Ssnitaans 
= OB) °aoctcha s ion penyEEy EEE EEESEEEENEEEENEEDepraInmepennpenneeeneeeeee 
419°6€e “eco 92°660° Ens BL* 98E *67$ OL GGaasg4SNVAL SZONVIVa °* 


~ Ze oon Nt 96° NOetL R620 et Zh 2T0°9 02 One eT ce-eatg eareser [ereued 07 sozsueIL 
om 96°RSESL $ Lt°2t0'9 ¢$ SE°ELTS9 $ sqUueWwysaAUu] UO sesso] puUe 
= SURO] BIQIZOeT[OOUN OZ UOJSIAOIG 
et 7 Londad 
9S *6%S SELF et €€L‘ Tog eyq Joy snjdang 
ST°s86%7°69 We° ttt Gt cet 80°89e LS On’ Td aduBeansul juewAojdweuq 
ae, St° 462 2S°T90‘T Suyyjeaesy 
€e°ens e€°68S 06°9S% ydeuZejay, pue auoydaray, 
pn goad tated : es Be QUBIH pun uoeZIQeAS 
0S °2S9 OS °€oT ; °90 Sa8J sdJAIIG 
Te° Tog 42° Les OT°O€S a3eIsog 
ioe rime peo Be qsesequ] AzeupszeAS 
r °6e T°02 seyddns e550 
94°S67°6 T6°968°OT ze°ted‘2 S2IPPS IAayIO 
eu LOE OT €€z2 20°809 SNOsUBTIaOSIW 
LL°99€*S €L° 07S *S 66° TLL54 sSuypiinq JO souPUejUIeW pUe sexe 
Ld eee eee ccic “d: oF ep (3eU) SjuUeUQSseAU] JO sTes uo ss07 
; : °8 aouvinsul uPoy 
00°002*T GL°TOTST or edt st S895 IIpNy puP [eZee] 
2l°et2 GS6°€6T Ze°ust aouRunsul 
TT°O6E Ge°sst’t 66°0€8 pung Auewermgesa ,seetoidwq 
o€°Lt2 6€°ede 42° o0o€ ss0lD eniq ,seefojduq 
€o°tle‘€ T6°€62°€ 98° ceete quei3 Queujuedeq jeuojeonpg 
eL°t0S‘2 9S°640%2 Ge°et6't sesuedxe ,seayqnoexe pur ,saz0 jo EuIG 
9S °9€2°E TH°TOLSE GL°Lhudte. - uoyA B}Oaud|aq 
€T° €6E et od 08° 794 sey[ddne qunooor quezunoa 
90°set 64°602 €4°S60‘T sesuedxe uolqueau0D 
Se° ITE 89° LOE 4° L0€ Suypuog 
00°00S 00°00% 00°00S seo} Zujrersjo yueg 
mies sae eee — 
7 Z Suys}qQzeapy 
00°S%0‘e 46°66‘ d S9°4595L $ SIPes SsA[QeuZSsTUIWIpPY 
TaaNLIGNadxXa 
i 
= -is TL° LOS ENTS 00°%S6"S St°oSe* TETS$ 00° "ZT "9 9S°TO0O*6TT$ 00° 9S2 °F s[equeg 
> 2 S2°es6*t ie UMBIPISAO sUNODDe QueZZNd UO 4YsaueQUT 
= = T6°ET9 OT°062 SZUSMISSAU] UO QUNOSEIp Jo uojQezyQUIOUY 
= = S**Oze* ee S€°SS "Lz 20°00S ‘92 awoouy JueuASseAUT 
S = 76° 0€T'E9 29° 409 : 8S°Tee‘Tt9 seSe3{Zu0W uo AsezejuT 
& = 40°689‘8E$ L2°60T SLES 98°SLS ‘Seg SUBO] UO AsazeqUT 
<s Bd T96T 096T 6561 ?QWOONI 


T9 £09 °6S6T ‘0€ nudyw = quewmjzedeq uROT 4 AYscdeq = suoesedO fO QuewaqTs 


III SIdvL - XIGNdddv 


va N ) s Ww Oo oO On j=) = Na <«H s ve) ve) ~ ee) nN i) 
— = ae ia aa N 


N ise) sH Ww 
= i a er wl N N N N 


26 


-s 
N 


aa 
28 
29 
30 


LV .THO, EdlS 


Sp 


~~ 


1.028, IEL¢ 


geet 


ie 


ae 


$S.002. 6% 


SS. TE, 00 


2€.282,. 78 
28.€i0.. 


oo. aft.3 


28 .2éi,2 
20 -£22 
ev. f02,2 


" 28.028,2 


E¥.6h2.e 
H2.EES 
re. 3e8, 02 
££, 262 
2€.S92,é2L 
JS. 782 
62.€0f.4 
82.e24,58 
SE.25e 
ce. $O8 


orlest 


Ye.SL6,.e & 


ae sare 


BBL 22, 288 
- €2, 288,16 


32.200, 0158 


BAT = . XIMaEA. 


$0,002.48 


-Q1.008 
00. fev 3 


28.726,7 2 


RE.296 


00. 00 


_ YF. FOE 


€¥. 20,1 
08.487 
ev.0aT.2 
@8,880. 1 
38. 28S,€ 
FS. 00€ 

eC .088 
S6.4ef 

OA BT E. LI 
St.8SE,3 


“COL EVT eal 


80.600 
napre 
haga 


Oc -* RB (oa leeer soe PQA 4nstmeraged azo @ stseqetl = sncltstsqO to taemess7e 


—i2rPe 


:SMODUT 


iz 


ye “ersof ‘no taetesa1 

g939 6a7-10m ‘sc tsstetal 

‘ eméoni taomtesval 

sinemisasyal ao tayeseih to noitssisromA 
swsibisve ainvesss SHeTILS no steorestal 


ne PE alasnos : 


AUT vgaxa 


-sgliaise ovitsiseinimbA 

¢ 7 snlatsrevbA 
_sansdoxe Ansa 

esst Biinssio Anse 

_- gabnoel 

aansqxe roitnevnoD 

seliqgue tnvooos sae 
moitsiveyqeC 

s6encdxs ’eovituesxe bas ‘eroysetid 
“Saetn tnenitrzqsG lencitsouba 

- 2: #8052 sul faseyciqm a 

baya goemetizeS ‘taseyoiqma 

sors itvedt 

#09 sibyA bre isged 

sonsitvenl 250.3 

{ten} etnsmteevnl to elas mo eo] 
egnibiicd to sonansinism bis eaexeT 
auosnatizo3siM 

asitais&s weitO 

selgqse easixhO 

teeresal tiaihieyO 

syeraed 

Best ssivess 

tze1D bav soltssilidsse 
dgetgelieT bas snodqeisT 
anillevs2T 

eonsinent seat 


388% eds aot avig eS 


arsol alditosiiooay 07 ‘aolaivett ‘ 
adosmiesval no sese0! baa 

svisee1 Isteneg ot tetens1T 

OT CZESABISUAAT SZQOUATAG. 


a ARES Ee EEE LAT TOR SN ES 


Susssue 


ee) 
ri 
& Ea Set “g- en ete- | ieeK JOJ sso IeN 
& 62°0nL ST IeVeA JOF ule 39N 
° 
06° Sty LTS 16°50L 215 99°S0€ OTS esuedxq [eI0.L 
eet. on’ 49 tir’ OG -g0ueansul juewmAojdweun 
€4°995'9 Gt Les*g 00° eS‘ T JayAO = 
00°S99 00°S99 9S°Leco"h . SAIQeIISIUIUIPY — SétzeTeS 
€z°es 22°S6 62 “18 queuidinbe of suredsay 
00°09€ 00° 09€ 00° 09€ queea 
€9°O0T TT°e9 | 60° TZ ese sod 
BRIS . OT ELT €s' te selddns 801350 
TO" SE Lo°t2 SnNosurRl[eostIw 
16° ESE et GSE | 48°6S2 seSieyo yueq pue Asezequl 
69° OT 49°OT TZ ° % aoueinsul 
On LeT 2° O0T Ze°Stt sseidxq pue 1uSIeu4 
02° T6 Ce te 02° SHtT ssolgd sniq ,seekoiduq 
HT *SOT TT°90€ St 092 punq jueueuqey ,seekoidugq 
16° O€T GS6° 9244 OTtTEns uo1qeroeudaq 
SOLAS sesuodxq uocIquaeauoD 
ge°tet*s 44° Cg2*s Jez Oe ey. yul pur seqrid Sueded jo 3asop 
00°OST 00°S2T ' SE°60T SooF FIPNY 
| ; SaSNAaGxXa 
6T*68T‘6TF$ 89°08s*9TF te*4e6*St$¢ SuUIOOUT [eQOT, 
= ‘= 8e° nt Se 8 hgutudelnee SnosuRl[eosiw 
oe ss be°NLE 6T$s G2°99S‘9T$ 69°6LL‘ST$ sores 
NS) ~ : J :; 
7 ee ie eee Lees gee 
= 


T9 £09 S6S6T ‘OE Tadw - Quemjuedeq Sulquigq - suolqzeuedO jo quseueqeEIS 


tia av = xlONgdady 


~ Sl 4 ie) ~ oe) nN 


SP) bs Ww) 
N N N 


26 
27 
28 


— N 
N N 


29 
30 


td ,08 ,eeer 


reer 


LEAVE, CL 
88.41 ; 


a 


er.esi, ele (83.082, dle 


00.0¢ef 
8S. f[81,8 


sO .0€L 
PE .eCOL 
OS.1i? 
du. 9S2 
3 
£2.82E 
EG. 8E. 
TT .00 
€d.00! 
00.00€ 
©€s.868 
00.830 
ev.dd2,8 
Seay 


“$e. 205. Te 


oe. 84, T1e 


©S.047, 12 


eax}, eons fot oct. Call oom 
4 3 . me ae) i= 


- QI @IEGAT - XIGUSaSGA 


eS. ddd, dig 
Eu. it 


fy 
i 
o> 


$S.T8O, 


00.t32 
TH £88_8 


20. 8T4 
EE.80€ 
0S .£2 
sy oor 
73.01 
8A. 22€ 


Ob NE 
di .80 
00.00€ 


aS. Ge 

00.e@d0 
Ge {RCRD 
Od S'S = 


39.208 dt¢ 


SIe- 


fd 
oe ° 


BE.e0! 
were, t 
eo.T€ 
Of - ESe 
2.008 
OS. asf 
$8.2if 
HY es. 
Tesees 
Nw 
£6.58 
e0. 47 
00. 00€ 
es.18 
a2. 582 4 
o0.sey,t 
Hy. 02 


26.077 cle 


aA 
> 


ee.0S 


oi 
ot 


.0& fingA = gnemdisgeC snisaivd - anoltsreqO to gnsmetste 


a o & mo 2 


:EMOODUIL 


aslsa2 
euoonsilsoesiM 


emoonl istoT 


:aeOUsAKa 


gest tibuA 

ani bos. aetsiq .usqsq to tacoD 

asansqxa noitgnsvnicoD 

: noitsiosiqed 

bau anemetiteAH tessvoiqma 

2201D sul tassyoiqma 

2esiqxa Bas trgiei4 

, : sonsitvenl 

esgisio Ansd bas teotetnl 

evosnsilss2iM 

esliqqua soittO 

e5st2090 

tones 

tnusmgqisps of etisqes 

evitsiteininbA —- esirsisS 
rehtO - 

sonsivansi snemyolqmenU 


sensgxa istoT 


s9Y tot also= +t911 
169Y 10t 2@2e0.1-39V 


A20144 


10° 000° 0€e2 


rors sean 
29°Te ee ee 45°6€L*°L80%2 | BaP ea ae 8 TT" 08S “02d ae ae 9S6T 
[TeagTogeT | ie Ge: aha ae a S561 


Wte | 98° 996 S98" = nena qe ear te | | 
Ge fIo.ote se | T0°6L6° 192 Saye | 79°6L0 ONL GG6T 
eeror TS° 795 * 961 SST LG" Coe seq. G6°et0 Ean Sees 
tte * a0 f LT 92° "GG "G2 e €6°0SE'0S9 | oe rae 2T°999°69% TS°OCG ‘260° s ~T96T 


6° LT L&? 70e* L965 °ST 
Le at 
pimbiq | sqessy sqessy - © =Ajs0deq um sqisode squeujzseAur yseo Ievax 


sqjessy % : Te20.L pmbry [e30,7, puny AQueIeNs onsee J 


SaAagSHaA GINO Ghy ASsvo 


=> 
= S 
S = 
> S§ 
e = 
~S = 
—_— Pe 
: = 
oO a 
= = 
aS) & 


AI Gisvi ~- XIiIgngdadv 


12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
ZZ 
23 
: 


VI SIGAT - XIQUSESGGA 


BaVARSEA GAIUOId GUA HGAOD -—. ree a 


bay yinsisue 
_tisogsQ sO 


bispit istoT 
ajeaek. 


ay. 22,250, € -3€2 SEO, 1 


£2: 0EE, 069 2 


2, €B1, dee 


is.1dt.8te 


_ 34.899, 708 


€S.Sis o€e : 


0s8 


is.9te 


86,00 S50 | | AS. tor, Sts. 


88.088, 102 90-120, #Ot | ts £80, 00 


wl 
aL 


5 Nethercut aa Young 


ut 


APPENDIX - TABLE VI 


November 30, 1961 


$3,352.52 
1,877.15 
2,130.57 
2,459.68 


= ne Terente, Ontaric 

1 

2 

3 

4 

5 

6 

7| RECEIPTS: 

8 Transfers from Deposit & Loan Department: 
1957 
1958 

9 1959 
1960 
1961 


St. George's 
Bayview 
Fairview 

Nelson 
Transmarine 
Seaside 
Victoria~Melford 
General Seafoods 


14 Fast Bay 
Jeddore. 

15 Cobequid Bay. 
Filene 
Seaview 


EXPENDITURES: 


17 
To Credit Unions Closed: 

18 Armview 
Thorburn 
Pictou 

19 Whycocomagh 
Grand Mira 

20 | Harbour 
Westville 
Boisdale 

2 

BALANCE AT CREDIT: 

22|LESS: Main-a-Dieu Loan 
Truro Woodworkers 

93 ' Progress 
Seaview 
Shearwater 

24 ET BALANCE: 

25 

26 

27 

28 

29 


30 


Received from Credit Unions as follows: | 


& 858.38 


$1,885.21 
384.04 
163.90 
ky. Mic id 
221.48 
329.43 
1,785.88 


527.64 


$ 689.28 
8.85 

256 5 
284.78 


30.20 


A2015 


NOVA SCOTIA CREDIT UNION LEAGUE 


Statement of Reserve for Stabilization Fund 


$12,679.30 


155286): 


$14,207.94 


$ 5,615.95 


$ 8,591.99 


1,249.26 


$ 7,342.73 
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Terente, Ontaric A201 6 
BRIEF BY 


SAINT FRANCIS XAVIER UNIVERSITY EXTENS ION 
DE PARTMENT 


ON 


THE EDUCATIONAL AND SOCIOLOGICAL REASONS 
FOR ITS PROMOTION OF CREDIT UNIONS 


Rolé tof ithe Untvers i ty 


ee Freedom arises from the traditional meaning 
of'iman's nature, his dignity, and ‘his deetiny: . By nature, 
man if endowed with intellect and will, the two particular 
capacitiies whichtdieatinguish him sfromrthe. rest iof the 
aoinal yorder. Because of these capacities or character 
Lleatics, man @lone te capable of -—perceiving the truth 

and of choosing the good.» Man is born with many latent 
porteiibilitiesipnw Certainly p*imtihis irxespect, the develop- 
mentlof \.nisi iimtelleeusid most important pbmanaking:eh im 
aifree'sand ‘intelligent person <=-ifree fromcignorance 

and letromy ifixnee itoispurdue stiruth prio tpre ger-ve ti Dfarid sto 
share ntt.:ilsimilarly .ofor ithe deivelopmentiref hte cwhlt ; 

it abe witabethanche become’ a epertdmcirée ifrom etyranny 

and cdetter mind sini, fired rtovuchoeose: the proper imean&ato 
reabize -hisidignity and become master of his own 

destilny.. 

at. From this nature and dignity of man, flow 

thes ‘free dona cohaspeech and worship, and the freedoms from| 
want and fear. Although these are guaranteed by such 


laws ag the Magna \Carta and the Bill of Rights, they are 


essentially incorporated in man's nature and governed by 
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tne Taturen Law LUeelt . Pre natural Law enuviseses 

C1 NUMA oe Lee ae Operating treely aug tllleet tecnica ys 
in @n Ofderiy lachlon Coward tne TulrrEment ‘ol! "tite" purposes 
Ol “ne it Guae ence, 

Cy Univerett les have” tad a’ Lone~and” close 

CeeoCte LOU wi wae Se@arely 1Or Truth. Deascce. Ly. 

the funetion “or av univereity te vo secle Trt, preserve 
ft, and diffuse it. “Likewise, a university etrives 

to attain the good, and endeavors to make the good 

rife, based “on truth, avVatiable and apunrdanv’ to ealimen. 
Thue the urliversity is"a “‘baet lor “or freedom, engzared 

In ey Never-ending “procece "Or eri Tenverriie Std. coerat ine 
mankind, and thus developing a free and Intelligent 

BOC Teuy . 

4, The university has therefore a regpongibility 
for truth and enlightenment, for freedom and for the 

eCod Lire. “How far the CeeponeLoLllirty exteride "to srloie 
people within ite constituency, will “depend-on the 
uUnivereivy "€ pniilosophy of education, especially ive 
-OClal implications. In addiv rou, “tie “exrtentvor ite 
reepons LoLLivy will “be ‘affected “by ‘circumetances “of time, 
place and pereorne, “ Ac “a rile, universe ft tes “arree that 


4 


Im Order Vo fulriad thetr furncrion properly, “they anno 


remain aloof from soctety’and the ’problems “of the 
people. “The tmage or “tne “univers ity-ae “a Sbody “of* schorar 
withdrawn from the world ardexclusively academic, ig now 


rapldly disappearing. 


University and Adult Equdcation 


os Gradually universities have become concerned 
with adult education and have assumed reeponsibility for 


it, Many do not’ readily accept''thte reeponstDiatty. 
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1 They venture into the field with fear and reluctance. 
2 Universities that fail to venture have their convincing 
3 reasons. Problems of finances, personnel, high student 
4. enrollment. at the university level, are among those 
5 reagsoneia They angues aleo that pantkelpation in 
6 community matters will tend to lower standards. More 
7 universities, however, are engaged in group enlightenmen 
8 programs of some kind. 
9 6x Traditionally, the university has removed 
10 natural leaders from the small community and oriented 
11 them toward professions which frequently take them 
12 out of their own community. Ag a result, many smaller 
13 communities have suffered considerably because of this 
14 drain, 
15 p. . Deeply ™eonscious ef itveyneepons ibility to the 
16 general community “of eitizens, as well as to the 
17 community of persons who comprise its campus, St. Francis 
18 Xavier University has, over the years, Ke GorniZzedwits 
19 responsibility to the people, 
90 2 St. Francis Xavier Univergity was by no means 
01 the firet Canadian university to enter the adult 
92 education field. Provincial universities in Alberta 
oa and Saskatchewan pioneered in relating the program 
94 of the campus to the everyday problems of the community. 
95 Very gradually,other universities followed. St. Francis 
26 Xavier is unique because it pioneered in a new philosophy 
ae of adult education with an unusual approach, 
ee 9. St. Francis Xavier University allied itself 
“a with the social and economic needs of people. All 
30 university extension programs stress, along with academic 


training, an awareness of community, national and 
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1 international problems. They urge “active partici pat ion 
2 in these problems. St. Francis Xavier University also 
3 based its extension program on the belief that any 
4 effective adult education program must be geared “to 
5 the needs of the people whom it serves, 
6 Through the Economic 
7 LO. The needs of the people in Nova Scotia at 


8 the time of the initiation of this program, dictated 

9 the more unique approach on the part of) tnt particular 
10 university. At the time of. the miceptLon or the St. 

11 Francis Xavier Extension Department, its early pioneers 
12 were keenly aware of a rampant poverty in many areas 

13 of the Maritimes. These men wished to help, not by 

14) solving the problems involved, but by helping the people 
do the solving. Education wags considered the key. 

16 A search was made far’and wide for ideas’ to develop 


&@ practical program, What evolved and eventually was 


17 

is called the Antigonish Movement was a program frequently 

16 described as adult education through economic co-operation, 
a sane To be effective it had to start with the 

a preesing external needs of people. It agzeumed that an 

a educational program, if it ig to yleld permanent benefits, 
e must be shaped to fit the needs of Specific groups, each 
oh having many common interests. Vast numbers of people 

ee were dissatisfied with our formal education where only 

a a few leaders received higher education. They were 

a dissatisfied with their economic dnd’ toe. It would 
have been folly to impose a superficial Program oL 

_ education upon peoplecwhosge real intereste concerned 


the fundamental problem of living. They were not 
30 
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interested in mathematics, literature and art, when 
there wae an ever precent problem of finding means to 
feed and clothe:a family. 
bey iuyis weasonabhe ythat the educasionaltscheme 
of St. Francie Xavier Extension Department should be 
one that would allow people to realize their possibilities 
as human beings. Education through an approach to 
economic problems was natural since poverty prevented 
people fromppeaghing phlofty »goaks+,aTorjustify the 
economic approach, Dr. M.M.. Coady, the initiator and 
fFiretedirectortof the St. Francis Xavier Extension 
Department, had this to gay in hig address "Adult 
Education, Key to World Progress", at the opening of 
People 'srSchools,Sydney, oN.Sa, .October-23,°1955: 
"Mere academic education, good as it ig, 
will not do. this. job.  Hence.it was that.the 
St. Francis Xavier Extension, in 1929, launched 
@eschemeeof education) which was»tocissuesin 
action, The appropriate field was found to 
be in the economic, through what ig known as 
economic co-operation. We claimed, and still 
claim with everything we have, that the world 
cannot be reconstructed unless the common 
people of the world, all of them, invade. the 


fields of. business and finance, and secure 


for themselves a fair share of economic 
democracy. Without that we will have a shiftle 
proletariat in the cities; and peons, migrant 
workerg, ghare croppers and tenants in our rura 
areas, The process of degeneration. is going on 


with accelerated speed right here in North 
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America, If we are to save our world for 
freedom and democracy and immunize ourselves 
against the revolutionary ideologies of our 
day, we shall have to get our people to use 
thiso privater enterprise: way of: life, the 
co-operative movement. to get for themselves 
theirefair share ofe theowealthiof our nation 
and a néw chance of enjoying real life," 

Lo The earlye ploneers>ofithesSt. Francie Xavier 

Extension program digcovered the credit union idea 

in Quebec and the United States and brought it to English 

speaking Canada. It seemed to come at a most opportune 

moment in history to show that the common people could 

become intelligently involved in business through 

effective ownership: 

14. In a tape recorded message on the occasion 

of the triple anniversary of the credit union movement 

in the United States, January 21, 1959, Dr. Coady said: 

"It igs worth our while to pause for a 

moment to consider the dynamics behind the rapi 
growth of \the credit unton movement. We did no 
bring the credit union to Canada just because i 
was a thrift agency or a gource of personal 
credit, good as we recognized those things to 
be. The St. Francis Xavier Extension Departmen 
had visualized a total program of economic 
co-operation for the people. We felt that 
they, in a democratic way, could create 
institutions that would develop the great 


natural resources of the country for their 


i) 


a F “ofsosa ‘on 


_ t0T bivow tuo eves OF ous ew oa 
gevfoaivo exinumml pee yosvoomeb pias mepeott 
"uO to Befs0loebl yrsnotjulover edt Janisgs 
Pr pu ot efqosq two teyg ot oved Ifsda sw .Ysb 
‘edd .etil to yew estuqtetns otaving add 


gevlsamedt tot tsg ot Inemevom svi Jsreqo-090 


| 
an notten xuo to difseew eft Io exrsds ist. 1ledd we - 
" strt feet gniyotas to somsdo wen s bas | 


retvex etomate .t& edd to axsenmotg ylise ont Mr ac 


ele ee = 
J i = Set «a = 7 
& : 


sept nofmayw tibero edt berevooalh MBL QO Tq csoisaetxd jot 


+ fren cot ot $f deaguord brs getsta petinU edd pas ssdauh at pai 

sant voqqo' tam 8 38 efoo ot pPSemooa TI .sbsnsd aninseqs ist 
pbfueo Sfqosq sommoo edt tsdd wore of yrotaid nett deemoth | 

diquords asonbeud at bevloval ylinegilfetnl emoosed ipt 


.gidaxsnwo evitoslts el 


ye fotaso00 oi} mo egsaaem bebrooes eqst & al ee eae i. 
. seomevom notau trpero edt to yrseatevinns elgqixt sdt ne VI | 
ua piss ybsod . xd {eel . LS yrswnsl .sotete betinU edi at |. ‘ 
2 6 yot eausq ot elidw “yo dinow al nf i. lor : 
tes edd paided 2ofmsnyb edt weblamos oF Snomom | og if 
don bier ow . Se eMmev oi Peron jitpexrd erft to Atworg re : 
Z ezusosd taut spsmso0 of biti ttpexro edt ‘gnind ce : 
a [stioBreg to somos s to yonsas Tifads 8 \esw ee 
o} aantdt eso? pestngoost ow 28 boog .itbex i 

- tosmtusqed solancdxd yotvsX alonesd .ta edT  .ed lee 
otmonmooa9 To merrorg Istot 8&8 positfsuetiv bed jas - 


+sdt t£et eW .elqoeq odd ro? nofssreqo-o9o 
etse%o bfyoo .yvew ol ssroomeb 8 nt ~vodt 
oe $sorq edt qoleveb biuow tsdt anotiutisant 


beds rot scdiacncad ale Ta Boo tUORSt feyutsa 


iil i wa 


Sy 
© 
=a 
vn i 


2s 


30 


2 Nethercut &é Young 
Terente, Ontaric A2022 


own welfare - production and processing 
plants for primary producers (farmers, 
fighermen and lumbermen), and on the consumer 
Vide co-operative “plants + a®@ wélP-at Shousing 
and other service co-operatives, 

The very natural question came up, 
"Where will the money come from?" We had no 
hesitation in saying that it would come from 
the people, where business always got “tte mone 
The credit union enabled the people to finance 
these “inet Ttuttonse » in “thée''early ‘days through 
individual loans by the members ard later, ag 
the people developed their financial and 
bueinete “abi rhtte e5* oy airect ““tnvestment “pir 
the credit unions themselves and the various 
other financial institutions ‘that grew out 
Or CHetm . 

It was this concept of credit untonigm 
that supplied the dynamics for the rapid 
growth of the movement in Canada." 

Credit Unions, a Vehicle for Adult Education 

he Ir Credit unions constitute but a single sub- 
division of the St. Francis Xavier program designed 

to deal with human probleme. They area practical 

source of opportunity for people to get a taste of 

active participation in business. Through this source, 
people came to see that the banking business, for instanc : 
was not the inviolable and unapproachable thing that 

once filled them with awe. Credit unions provide a meagute 


of economic independence while they condition members to 
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1 see room for group action in other fields. Successful 
2 credit unions stimulate an intellectual’ activity among 
3 membere., 

4 bod Credit union officers must be informed 

a leadere.) nese’ officers’ must also be~renerous with 

6 These ite ents Suerey inthe y are voce e ve vet treet lay 
7 and effectively. @Lacn“credlt tiitlonr‘organlzavilon-reduire 
8 atiilegavte coaen Peucir peooie wi lnere rot Loere Syercn 

9 the ugual exception’ of the treasurer’, change-frequently 


10 through election of the perleral*memberehip. Thi's permit 


11 many people én opportunity Tor responsibility.’ * Contider 
12 tasks involved in these positions, for example: 
13 Preastrers With the exert Pon ot “Larce 
14 full-time’ credit untonge,° a’ treasurer’ for’ the 
15 MOS U part, "Servek: Orr a voluntary “pas ver or won 
16 only honorarium remuneration. “Hie tagek is to 
v7 manage the day-to-day operations, keep 
re accurate records, calculate and collect interesit 
be in an exact and systematic manner. He must 
ie be-'Tamililar with credit union policies and 
= POC STHIVE Ss. ther Arey welt marccmenit ed? Wrut er rie 
i. members” OL “Tite= te Ga, arora He Meee eee 
position ‘to advige and counsel regarding 
im financial matters at the consumer level. 
o He must gain the confidence of members and 
me be a major public relations officer for the 
26 
orgarrizat fon. 

27 

Board of Directors: Directors are elected 
i to foster the growth ang development of the 
29 


Organization’ in accord with ‘the’ cre @1t Union 
30 
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Avine pi beyeust. pretect credit. union funds 
by, edopiing. positives policies, practices 
and.efiicienr methads,of operation... Whey, must 
pe,Alerl and respons ive. o.thewiehes, of the 
memnbere..jo.mattere. of. services 

Supervisory Committee: This is.primarily. an 
auditing committee... They check credit. union 
records, at. frequent. intervals. to. be gure. the 
Credit, unlon. ie operating jn accordance with 1% 


by-laws and the. law under which it is chartered| 


Credit Committee; Members. of this committee 
Keguire wise jJudement. They mei. aor on loam 
applications... They help applicants Ttaot ind 
satisfactory security, help him obtain needed 
loans, advise him regarding financial problems. 

Delinquent Loan Committee: (Optional) This 
committee 18 poncernéed with adopting a 
Eyetem by which to determine readily the 
exact, condition of any loan on the. books. 
TOUS 6ntalle a syeten Of Glerylizing @ long 
with special collection records. They have 


and follow a definite procedure regarding 


loan delinquency and initiate action when 
necegsary. 

Education Committee; Responsible for planning 
and following a continuous program of events 
to aid in general membership education. 
Examples of fields of action: reactivate dormant 
member accounts, increage membership and share 
capital, inform members about their own 


organization, inform the general public of the 


value of credit unions, and increase public 
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1 ‘Loree pehwity. 
2 hip 3 The responsibilities involved in these 
3 pofitions provide a form: of adult education that is not 


4 a mere filler fom people: with time on their hands. It 
5 ig a chance for people to learn to handle their own 
6 financial affaire. wItcis an opportunity to put their 


7| talents at the service of others. Worth-while leaders 


8 then arise when they become enlightened with practical 
9 but scientific knowledge combined with an awareness 
10 of workable social techniques. 


11 Credit Unions: and Leadership Development 


12 L8. Great releases of human energy lead to the 

13 progress and development: :ofvany civilization, Firstly, 

14 human energy must be built, then it is released. 

15 But to be of positive value it must be guided and release 
16 On worth-while things. Rarely does this procesg occur 


17 by accident. Usually it ig :the result of positive, 


purposeful effort. This is where the role of leadership 


18 

19 enters the picture. Leaders are necessary to crystallize 
90 thinking, formulate plang and initiate action in a manner 
a1 that harmonizes with human nature. 

99 19. Study groups mark the initial «tage of credit 
93 union organization in a community. During this period 

oA of study, persons with qualities of leadership are 

95 naturally noticed. Their interest and willingness to 

96 learn and act often result in their being chogen ag 

97 officers when the credit is formed. As we have noted, 

- credit union officers have serious responsibilities 

50 to perform if their organization is to properly fulfill 


30 ite function as an effective financial institution. 
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These officerso require training: formcthein Jobane They 
must make provigion for an efficient business operation, 
develop, objectives for their organization and work 
conscientiously toward ithoten goale. 

au, otf, Framrcie Xavier Extensdon, Department, 2ilnee 
its beginning, has worked: with groups from the stage 

of Study clehbes ikthromehcete el actuadn cmedett Umikon 
organizatiom ameofdiicer gamiiming. There is continued 
emphagige on the ‘importance of adequate, instruction, for 
officere. During theo pacts yearsadior cdnatance efforts 
in this regarde-+have been aiirec tedrctowanadt lorediit wnilon 
organizations! in! the’ counties) of: Inverness: and: Richmond. 
This education program hae, been carried out by two full- 
time fieldworkers of our Extension Department and the 
local field representative of the Nova Scotia: Credit 
Union League. Other resource: people who assisted from 
time to timeoiincluded: the <anepector of) credit unions, 
staff members from the Economics Department of the 
University and clergy, of .:thec reg pec tivel communitie 8. 

aw. Twenty-two credit unions were involved in this 
particular program. Initially, a five-week program 

was conducted im ¢even sections ‘of the two counties to 
encompass all the credit union organizations. A general 
outline of recommended) practices and procedures for 
credit unions was: presented.) ._Meetingse: were then held 

at the individual board level. Quick calculation would 
indicate that this meant a total of some two hundred 
meetings. Without exception, these were well attended 
meetings and often by interested members in addition 


to those holding office in their organization. 
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eek Iniorderntoeillustrate thereducational nature 
of such 4&4 pregramndt tesneceesary:totbrieflys.outdine 
its contenpe 
(a) Consideration of the nature and extent 
of present: credituuniont servicesrandi required 
séeruvicesifor the futureartPfhis meantna lige 
euge ions ofa creddts union potent lales and 
projection of goals. 
(b) Changee in credit union operations, such 
ag, location and appearance of the office 
rates of interest: cuargeds method: of. cal- 
culating interest in an exact manner, 


safety measures, collection procedure in 


events of delinquency in loan repayment, 
lending policy and types:.of oan security. 
These are but samples of many operational 
topics that were studied and discussed in 
Paver ': 

(c) Family financing to include a consideration 
of average income in the area, fields of 

family expenditures, methods of budgeting 

for family spending, mortgage costs and 
techniques for reasonable management of 

family income. Here the role of credit 

and available credit sources was carefully 
Surveyed. Reliable information concerning 

the cost of credit through these available 
fources was realistically studied. 

(d) Outlines of specific programs for guch com 


mittees as the ones in charge of education 
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and delinquent loanswere presented and 
assistance wae given with the actual im- 
plementation of these programs. 
23.5 Lectureg and demonstrations were the usual 
techniques of instruction during ina presentat ton-or thi 
program: visual aids, such ag charts to outline’ steps 
of development, to caleulate true annual interest rates, 
or simply to illustrate credit costs in the readily 
understood ferred of dollars and cents. 
24, At all meetings the discussion group technique 
was used following topic presentation. Participants 
were given an opportunity. to express their viewpoints 
in ie light of their own experience. Discussions were 
enriched by’ the practical experience of these people 
who are familiar with the custome and needs of their 
communities. 
25. One of the topics that provided impe tus for 
group discussion during the educational program of the 
past year, wags the consideration of an increage in 
interest rate to the maximum’ of 1 per cent per month 
for the many organizations where this wags not already 
the policy. Such an increage would mean added income to 
allow for better service through improved PacilTcrres, 
increased rate of interest payment on eavings, wnoile 
remaining @ reasonable cost for credit. Any €urplus 
income above that required for credit union operation 
would be returned to the borrowers as interest rebates. 
This question required and was given very serous’ study. 
Each board of directors is ultimately responsible for 


the decision in this regard. Already we are viewing 
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the outcome of informed decision on this and the many 
other questions digcusesed. 

26. It is impossible to attend these meetings 
Without .be ing astruck oby othe ;nealization that, through 
this wrestling with real problems, leaders have been 
and continue to be developed. We find members giving 
an intelligent analysis of financial statements of 
their organizations, determining their rate of growth 
or, the-extent of dormant assets. They survey their 
communities with a view to increasing membership and 
determine, ‘where sthey are: ifa hing ot onfubf by ithe 
financial needs. They devise methods to increase 
ee and general public awareness of their 
organizations. 

ahs We regard this educational program for 
officers as training for leadership. The information 
gained through it ig channelled to members through 
education committees and member-contact. Monthly. 
chapter meetings are held throughout thege counties 
to give an opportunity for organizations to compare 
and discuss their progress, problems and plans. 
Credit Union Influence on Membership 

20. 1. @hrifitk: weProwmision of--loane -at meagon- 
able rates of interest is one of the major functions 
of the credit union. The basic source of money to 
the credit union ig the savings of membership. Members 
must therefore realize the importance of a program of 
planned savings for credit union success... Two chief 
motives for saving are: . developing a healthy self- 


interest in one's personal financial position, and 
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making money more available for use by less fortunate 
members, Either motive emphasizes a spirit of thrift 
which leade to family financial security and solid 
basie for Credit#unioni organizations 

29. 2. poPinané lainGuddance :thAlliedawithe fhe 
factoneofidendingCrervicenisnthecaimnuofodeveloping 

a program of financial counselling. Opportunities 

are gradually being made available to treasurers 

andi creditccommit tee *membersotor become vtrainedec innthis 
many-Sided field. The Atlantic Regional Credit Union 
School held®at St. FrancisoxXavier® University last 

fall and spongored by the St. Francis Xavier Extension 
Department and the Maritime credit union leagues, is 
an example of a specialized training program for full- 
time credit union personnel. Specialists in the bield 
of finance representing the University, Credit Union 
National Association, and the Nova Scotia Credit Union 
Teague: were the instructors for the program. Thig 
school for credit union officers will be an annual 
feature at St. Francis Xavier University. Endeavourg 
in the fteld of™financial guidance should foster 
greater facility onothevcpart*of the*mémber!in handling 
nis income. In this way members acquire an improved 
sense of values vinothelr approach to: theemarket, 

30. 3... Credit*Unions provide a link between 

the producer and the consumer. General educational 
benefits of credit unions enrich members in their 
producer organizations. But these producers are 
likewise consumers. Credit uniong point out that it 


is not sufficient to simply secure better prices for 


O€O0SA 
gtsmut1ol Bael yd sau tot efdsiisvs stom ysnom salnsem 
tiixud? to diniqs & gasiesdqms avisom “edsid ,exedmom 

bifos ons vtinuese [sfonsalt ¢limstoot ebsel doldw 
sfotissinsaro nolay dipsro sot sfasd 

edi dviw pelLifA fsonspinud Istoasaty .3-” «eS 
‘gaiqoleveb Io mis: edt ab solv res -gaipasl ‘to totost 
seitinutvogqgO .gntifisanvoo Lslonsalt ‘to msrgotg 's 
eretussexrt o7 sf{dsiisvs ebam anied etfsupss ors 
etit-of pentsexd emooed of sredmem setiimmoo -IIpero pas 
Nol tipped. fscolweA oltasiliA sdaT  .pLlett pebis-yasm 
teasé vibevev fav eb an-ahr eee” 3&8 ts bled foodsa 
nolsretxh xsivsX alonsetd .favedt yd berosmoqs pas ILst 
gi .seugsel solnu Jibero emitiisM edd pas dt eb pedged 
~{iut sot matgorg soinisexrt? besiisioeqe 8 to slgmsxe os 

pfert adi ant ereftisfosea .Lfennoanred nofdu Tibsto emt t 

noiaU tipexd .yvitereviaU edt aniineegetgs: somsalt ‘to 
nofaU tPHevD BSPIGSee SvoW sat bos ,noltsioossA Isnolssy 
afdT  .mexgotd edt “wot erototutent sdt erew sugeel 
tauqns 8 ed {Lfw sreolito moiny sirbers ‘tot Loodos 
BrvOVSSDNE .vilerevinU seivex giomatd 1306 ts siuisel 
~etsot piluode sonsbiug £8lonsntt To bieft edi ni 
atiibasd at tedmom' eit. Yo drsq-eds mo yiithost YHISOLS 
bevorgqmt ms erfupos B4ednon yew gid al -,emoonl afa 
 Seapent ode oF ideotaee yf od Wit’ 0d od Liaw iO 9308 
neoewied Anil 6 ebivosq SnoraU jiperd «.€ OE 
fenotisoups Is reneD Nenweanos edd bre 1e9upetq Sad 
xtedt of avedmem dofrne Booinu tibeto To atl iemed 

ais Bersouporq esedt tud “anoltesl i830 yYeoubord 

dt tedt tue Satog snoinu tiper) .axemuenoo saiwedlt 


rot ‘ss0f%q tetted siyees ylgqmia ot jnefolTive dom sl 


Nethercut &é Young 
Terente, Ontaric A2031 


produce or better wages for work. They illustrate 
possibilities for increasing real income by careful 

use of credit and improved buying habits. 

Bid. The task is to bring members and the general 
public to a point of considering their real credit and 
consumer needs. Credit union programe of education 
encourage people to think critically about many 

things. This is so important: for the consumer in the 
continual contact with the powerful advertising industry 
that encourages selection based on an automatic 
response instead of a rational one. Advertising 
endlessly creates new wants for creature comforts. 

We teen no argument against proper advertising approache 
that provide the public with useful information and 
reasonable persuasion. We do object to the deceit 

ang injustice involved: in so much modern adversiting. 
Throughs educationaldeffoutsboefe institathons lakelthe 
eredit unions, it if choped to assist: in forming 

a great body of public opinion which will demand 
truthoand) jueticet inadvertisang. 

School Credit Unions 

oe Ve One of- ther projects of credditounion education 
committees is the organization of school credit unions. 
These are not junior reproductions of the community 
credit union. They are savings clubs. They are 
designed to give the student an opportunity to learn 
the value of small but regular savings. They provide. 
the student with an understanding of the. basic 
principles. of credit unions. 


B8a During the past year, we have worked 
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1 directly with school credit untons in forty-seven 
2 schools in Cape Breton. This perhaps seems an 


3 activity beyond the field of adult education. There 


4 ig a very apparent need for more capable financial 

5 managementicby adults ;Thesresults of careless shabits 
6 of personal finances are serious. They affect family 
7 security. Thege reasons compel us to introduce ideas 
8 of financial responsibility at the elementary and 


9 Righ-“¢ehoo)p-level. 


10 34, In school credit unions, responsibility 

11 for management and bookkeeping reste completely with 
12 Students.® Successful operational methods..are designed 
13 to occupy a minimum amount of classroom time and 

45 are trained to handle collections and records while 


16 a student-manager co-ordinates the program for the 

17 entire school, Student members participate regularly 

18 in projects ofsanleducationalrnature sponsored by.the 

19 parent credit union in the community. Essay, speech 

20 a@nappoetey ¢conterstesare typicatnofythasttypeyofeproject, 


Credit Unions and Community Development 
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14 teacher involvement. Three students in each classroom 
| 

| 

| 

| 

| 

| 


BD. We have considered the place of. credit 


unions in developing leaders and in creating an informed 
and thinking people. Quite naturally, improvements 

in credit union leadership are bound to. be reflected 

in’ the overall development ofecommunities. © Then very 

act of working together for the success of the credit 


union organization involves ai discipline. .People 


have. ‘to learn to. getralong’ with Their fellowes, to 


respect differences ,.» to: work: for) the good: off the group, 
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1 bearing criticism and putting aside jealousies. 


2 In the process of building financial institutions, men 
3 and women are being built. In becoming acquainted 

“ With their problems they acquire a social vision. 

5 Through the awakening process of the economic and 

6 social regponsibilities required for credit union 

7 operations, these people quite naturally become 

8 alive to other responsibilities: we: associate with good 
9 citizenship. 

10 36. Leaders in the credit union in each community 
11 are, leaders) aleoiin, othe phases ofe community: lates, 

12 An example among many are the credit union leaders 

13 in Grand Etang and Cheticamp, two neighbouring 

14 communities in North Inverness County. These arethe 
15 same leaders who own and operate the co-operative fish 
16 plants which provide the major source of employment 

17 for the communities. And these are two prosperous 

18 communities boasting a standard of living that is 


19 noticeably high and in marked contrast with conditions 
20 of poverty that existed as recently as twenty years ago. 
71 | The leaders responsible for development in these 

2 attractive communities are well informed on topice 

93) ‘that range from modern techniques of fishing, fish pro- 


24 cessing, international monetary policies: affecting fish 


95 marketing, through to community planning. They 
26 recognize the need for and frequently urge scientific 


research programs for their fishing industry. They 


27. 
28 ' can and do take their places at Maritime and national 
29 levels to speak fluently and confidently about topics 


30 affecting their social and economic destinies, Thege 


a4 


~SFOSA 
.,eetauoLlset obfes gnitiug bas maioliiao gaiiwsed 
ae -anottusiten! fstomentt galplisd Yo -geesong edd-nk 
~ petatsupos zsaitmooed nl «©. tibud gfiiod sis memow bas 
snolaiv [sisos 8 stlupos yedt ameidoyq uftedd asiw 
pos ofmonoos edt to .gasootq anioedews odd dgvordt 
notav iipevo tot partupey eelitiliidtanogass:Lsioos 
amon ed eiteseren eiiup eiqoeqg esedt”, scottsreqe 
poog Htiw etsloosas ow veliliidiasoqeoy yodio ofp svilts 
_ .qtdenestito 
vtinummos dose af motay tibero edd nt srebsed ,o€ 
,otit yiiauimneoo To benatignaeddesHt oafs- aresbael o1s8 
syebesl cotay dipero edd ers vase gacoms siqmex9 nA 
arvingoddgiem owt .qmsoised) bas gasiad sasiv ai 
add ors. esedT .vitnwod esenxeval dixou ol sefiinummos 
fat? evitseysqo-oo, sid et sisqo bose mwo odw 8xepsel) mes 
scanryotqime ‘ro sorsos totem edd ebtvorq dotdw atasiq 
‘guovegao%g ow! srs esedd baoA ,sebtiaummos edg; 70% 
1 tect ogatvil to prepeste « galtesod eelslnummoo 


anottthaos dtiw tasitmoo besmem at bas dgtnh yldssoliven 


.oR8 eareey vinewt. es ylinsoot 86 peteaixe jent yoxevog> To 


esedt al jaesmgoLleveb tol elditunoqess axsphsel onT 

Boiqod mo saiieatiie tabla sxs soltiaummoo evitosrtss 

org dett .gatdeld to sevpimdoes ntebom mort egnsy desde 
deit sat toetTs getotteg crs? enon fscottenvetnt .griieeao 
yodT: .soinasiq yiinummoo og dguends .gaitexism | 
of'titneros ssi yitmeuper? bas rol psea sd} osingooss 


yodT «.yrdeubmt gotdeft ahreddt. to) amsigorg dowsegenx 


Lenotten bas emtiineM te seosiq tied? elst ob bas oso ||, 


nolget jwods ylinebitaos bas yisasull aAseqa, ot efevel 


sgotT .eelaitseb otmomooe bans [sioos yiedsd gaijoeris 


Nethercut &é Young 
Terente, Ontarie A2034 


1| are pergons to whom the reality of self-help programs 

2) was demonstrated in simple study groups leading to 

3|| credit unton and co-operative development. 

4 avi. The credit union approach to problems of 

5 people involves study and planning followed by 

6 intelligent individual and group action. It has proven 
7 itself to be valuable in too many instances to allow 

8 it to be regarded lightly. This is a financial 

9 inetitution that is prepared to provide programs 

10 ethdil nificrmartsiionf oroultiel patr ongs.tondin factwe fal lure 

11 too-doxreo Wilel mean it decline.:..Credit untons, want 

12 people to Hel WirEnannee as One: (proof oT tha se: feonkt isnrte:be 
13 fwlndeiniitheripolticy of credit unions to disclose the 

14 true coset of theliawediltte rifompr ovidael. 

45) 36. We recognize that, through the years, banks 
16 of our country have- provided credit: for some.:of our 

17 people at reasonable rates: of>vinteres tave But we 

18 deplore thet:vontinued exietence’ ofi¢eo manywinigh=cort 

19 consumer credit sources. We deplore having our people 
20 deceived by any and all financial: institutions that fail 
1 to inform the borrower ‘about ‘the significant) and: basic 
22 fact of the price ‘theyvare paying for «creditiserv ice:: 
23 It ig important that all financial institutions become 
4. concerned with ‘the ‘important: task of developing -peopte, 
5 with raleing' Gebving. standardée ob the solid ground 

6 provided by informed ‘people. 

27 Cee The total- aesets' cof ‘ere Pitvtuntons axneé® perhaps 
28 unimpressive-ibut LOW dif ihtenle itm cofallengelithe roke 
29 of these organizations in quickening intelligence and 


30 in providing challenges to toughen the moral fibre 
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of our people. 

4O, From a purely economic point of view, 

credit unions contribute directly to communities through 
distribution of surplus funds. This is a non-profit 
organization. “Surplus income” is’ returned: directly 

to members-ae# intere&t'on'savings’ ands in some 

cages, as patronage. rebates, 

iy A recent edition of The Maritime Co-operator, 
a bimonthly publication for Maritime co-operat ivé news 
and information, published a etory of eredit union and 
co-operativeraction* in one’ community. OLt wiht perhaps 
gerve to LDUNSE LES one* instance’ ofthe #ocial® impact 
of credit unienes 

New Waterford -- This mining community 
cans testify in a unique way To. Theos onted but Lo 
which co-operative and credit union movements 
have made to the community over a quarter of a 
century. Citizens of the town who have: twice 
seen co-operative and credit union organizations 
come to the aid of town capital borrowing 
projects which didn't appeal to the usual 
financial institutions, have reason to rate 
the people's movement as outstanding social 
forces for good in the community of eleven 
thousand. 

The town's credit was good and its 
financial position wag sound but like most 
mining towns it was definitely a single industr 
community whdlly dependent on the fortunes 
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neighboring colliery. 

Leaders in the town's co-op and credit 
union appealed to by the late Mayor’ P.G. 
Muteée, pute thetreinetitutionsfully beh tnd 
the town borrowing which they as citizens 
and close students of the economic scene 
recognized as sound investment. The New 
Waterford Credit Union took $80,000 in bonds, 
the Dosco Credit Union and New Waterford 
Co-operative each took $5,000 and with the 
impetus given the bond sale by these purchases, 
other purchasers came forward to take up the 
balance “of othe lesue’, WCIn -allpcthree new 
jJunior-senior high schools were built in the 
program, The lesson of the value of credit 
untons wasn't lost on the students of the new 
Schools. When the local credit union organized 
a@ school credit union program in the town 
and county area three years ago, gome 2,500 
Students joined up and have since piled up 
$14,000 in savings. 

With the lesson well learned ag to civic 
interest by co-operative groups, the town 


fathers knew where to go for support when 


their latest borrowing -- for a new civic 
hospital -- ran into rough going in the 
marketplace. 


Almost one third of the $300,000 was 
taken up by institutions like the local credit 


union, Nova Scotia Credit Union League, Co-op 
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Life Insurance Company, and Co-op Fire 
Insurance, They respectively took up $22,000, 
$19,000, and $22,000 in bonds. Other 
institutione close to the community -- churches, 
aarellef godtietyy pand .comenwkecal private 
individuals, tookcother, bonds before a regular 
bond house, apparently struck with gecond 
thoughts about the soundness of tne issue 
arter seeing the faith of those most 
acquainted With the inétitution, came through 
to take the small remaining block of bonds. 

Civic authorities have come to have a 
high respect. for the well-directed,..if) small, 
financial power of co-op institutions which, ' 
combined with a@ sgocial gense, has twice 
served the town well. New Waterford hag been 
closely associated with development of co-ops 
and credit unions, both of which came to the 
town in dark depression days under spirited 
leaders of St. Francis Xavier Extension 
Department .. 

With the aid of workers from the game 
Department, the town bullt its first co-op 
housing development -- ten homes, fifteen 
years ago and within the past three years, 
despite threat of mine closures, four new 
groups totalling forty homes in all, have 
been started and completed. 

42, A credit union can be as flexible in its 


service to the community ag the needs of that community 


determine, and as sound business management will permit. 
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Hach organization, within standard credit union 
legislation, is autonomous, If, as in the case of 
several communities, facilities for a community library, 
for example, are prequired, ithe veredtititunion-conventently 
provides space for this purpose... Numerous credit 

unions annually provide scholarships, and in many 
specific instances, rise to meet many and varied 


community needé. 


CONCLUSION 
43, We want to thank you, Mr. Commissioner, for 
giving our Extension Department the opportunity to 
present reagons for our part in promoting credit 
unions. We regard the Credit Union Movement ag an 
ingétrument of social reform, a means of bringing 
Social JUBtice “Inte our economic davelopment.,.. .1t 44 
&@ method of bringing information to people while 
permitting them a place in the control of their own 
social and economic lives. While being a group 
ellort, credit union activity tegen oa individual 
self-expression. It if a program of thought and 
action, permitting ownership and Scope for creative 
thinking. As we have shown, it is a very effective 
tool in teaching people many basic ideas through 
act Lon; 
Hy We are accused of emphasizing the economic. 
We do fot apologize Tor 1t. Economic a¢tivity. Ls not 
merely a means of enriching those engaged in it. It 
has a social and educational function of supplying 
commodities, services and information to the 


community. Credit union organizations ugually succeed 
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in projecting membership vision, far beyond the narrow 
and obvious advantages to a much wider concern. 

45, Credit uniong are an essential part of 

the program of the Antigonish Movement tio, ciehorbrese 
people raise their standards, promote economic 
democracy, and in the process, develop themselves 

more fully as intelligent citizens; thus taking 


agreat etride towards being masters of their own 


dgeatiny. 


46, The many people who, unsolicited, have 

come and continue to come from many lands to st. 
Francis Xavier University, and its recent addition, 

the Coady International Institute, are an eloquent 
testimony that this program is workable throughout 

the world. This aspect of the program of the Extension 
Department presents a fascinating picture which might 
well be the best indication of the vital importance 

of the program, but we have decided against developing 
it:i@ince) it Goes! seem beyond the ‘terms’ of ‘reference 


of this Brief. 
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BRIEF BY THE CANBOROUGH CORPORATION 


lixy The Canborough Corporation, incorporated 

as a Loan’ Company under the Loan and. Trust Corporations 
Aet of: Ontar to,.‘hae been formed forthe, purpose of 
holding mortgage loans insured under the» Nat tonal 
Housing Act 1954. 

a In its maturity, Canborough wills be an 

active buyer and seller of N.H.A. mortgages and it is 
Latended that the Corporation will make @ substantial 
ie napa tom ther Ita wid bty s:of the: secondary mortgage 
market, It wae formed by a.group of Canadian institut- 
Longe and corporations who are interested in, and 
recognize the need fcr, such new, institutions in 
Canada. 

Os Our submiseion ig concerned with the fact 
that -it. is desirable. that a Liquid, secondary market 

ima Ne Hide. non-tgarces. be; developed, and: thats encourage- 


ment be given to the formation and activities of new 


mortgage institutions such, ae The Canborough Corporat ion. 
“ipl sy Conpaay Watates betered cho: cla ue inetis, onl yrds 
matter .of weeks ago and asa reeult we, regret. that 
there has mot been: sufficient, time,to, amas¢g ,the 
statistical data that would be necessary for a full 
and comprehensive; brief, Thies brief ts therefore 
relatively short and is concerned only with the 


fundamental arguments, For this reason we felt it 
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4 An analysis of insured mortgages has ti 
recognize that’ while there is a powerful attraction 

fn view of a relatively high yield and good underlying 
credit, ag a’ security they have many intrinsic defects. 
The mae Gefe ct Gre ,.-of) course, ‘theit TPriquidity result- 
ing from the lack of a secondary market, the absence 

of call protection, inasmuch as the borrower may repay 
hie mortgage prion to maturity; ‘and the fact that the 
mortgagee have to be serviced by either Central’ Mortgage 
ang Houstie Corporation or an approved lender, ‘The 
difficulty of accurately forecasting the maturity makes 

it iieh deere to arrive at an exact calculation of 

the yield if the price is above or below par. In the 
case of mortgages 'that are’ serviced by C.M.H.C., 

the yield problem is further complicated by the 

aif ficult of relating ‘OVMHMY ‘servicocme costs. to 

ally tel@ pale soeo While theset arelpexha ps? ithe maim 
drawbacke, from the point of view ofan investor who is 
not already familiar with holding mortgages, there are 
undoubtedly minor disadvantages such ag a relatively 
clumsy documentation, the problems which arise during 

the recovery process in the cage of a claim on the 
ingurance fund, and the probleme of proper accounting. 

By Historically, mortgages have been regarded 
agsisuitable investments only for ‘those long -térn 
institutional lenders for whom their relative illiquidity 
hag not been an over-riding drawback, principally the 
insurance’ “companies. and pension funds. This hae resulted 
in an insufficient flow of money into mortgages although 


investment into this area ig a vital economic and gocial 
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need. In other: worde, there hag been aogap in the 
country's structure which is only beginning to be 
cloged. 

6, The existence of thie gap has forced C.M.H.C. 
into-greater direct lending activities than was 
origdnaliyeenvisagedy aQurndmpresé tons ie othate the 
originale thinkings behindathesHousing Acteé and* the 
formatbonn of oC .M.HeCenwaey toaencourage andcassatet 
existing or potential mortgage lenders to expand their 
aetdvatde sy 

V0 Invadtcusetingothet markethtor tneureddioans 

iat inde Dbakit "Canadian Mortgages", Mr. H. Woodard stated | 
‘ov ietatutory.concept, C.M.H.C. wae not established 

for the prime purpose of making, buying or selling 
loans", and he commented subsequently that "Ag a result 
OfetheclacksofNftinds from: normailveourcess,: thevCorporatto 
in 1958 had been thrust into the role of a substantial 
NeHdAnelenderotnsteddnoft occupyingvdtencontemplated 
potdtdoneae aoresddual thenderuindt*would Leeém imperative 
that* ome other sources:of funds bes found: to eliminate 
continued governmental investment." 

82 It would appear that the solution o this 
problem is to bring a measure of liquidity to N.H.A. 
mortgages through the encouragement of a secondary 
market; and to encourage the development of news 
inetitutions whose principal eu eey would be in 

the secondary mortgage market, and who would attract 

new sources of capital. 

9. The development of the secondary market 


to the extent that it improves fluidity will encourage 


7 tee ch oD oe | 
SHOSA os | rian® owl? 
edt ob gsg 8 meed 86d sredd..abt9ew sedtio, oI .bsen | 
9d .oF aninitiged, gino al doldw emtounga atert dancin 
oe Lop ohyy nee! fey! « eo wheeoLo 
O.HMid boot? sad gag sid? In-cometsixgwdT 42 . are) 
eewiostd saethhivitos asoiboct tosthh tetserg otal 
edt otedt. ab molesexqml awO ,.bexgsaivne yibentahra 
sd} pas ato goiavoh edd podded goinatds, [satel 10 
Jerees pos sgsetwoons oF sew .O.H.M.O to molismrot 
yiedt: praqxe ot ansbool esgsagtrem Isitnetog ro gniveaixe 
gbeht fv Doe: 
syeol beiwant rot jeNesm edt gnleauosib al Cri tay 
ee prsbooW .H .aM ¢"sexsatroM ostpsnsd” .olood etd mb 
| petatideteas tom ssw vO.HwWM.d etqeonon yvrotutatea yl 
. qguiifes wo aniyud .gninsm to esoqiug mitq odd rot Bt 
| +iugen sg eA" dedd vitreupeadua betnemmoo od prs |." ansod lan 
hemes edt .Bsotwoa -Lsmnon mort. about. to Nosl eat to at 
| {sitestedus s to efor edd otal deauadd need psd BeeL al “t 
| peisiqmednoo all  sabyquooo to peetanh webrel .Ans 
avitexncqomiomees.. pivew tL. ~rebnel Lseubhasy 8 as ncorji 3oq. . 


sisitntte oF brivwelt- ed. sony) To. eeo%V0s yedto emcee tedt 


* soeuteeval Istmemareveg beuattnog 
etdt ad csofdutos edt tect wsecaqs blyuow ID ene ie 


sA.H.U ot yitbiuphs tO Srv asom. 8s -aamiiiade of 2b mafdorg 


wes, ‘to tnemqoLeveb eft ogsivooms of bas) .tewrsem 

ai od Bivow, set tivivos lagtoatrg osodw soottudttant 
Jostits blyow ow pos ~lolusm egsgi tom yYishn09°2 ant 
* fetiqso to acomwos wed 

jenuem yrspneos2 anit to tasmgolsvebh eit |. eS 


NM BHTIO0 See To iptmabeaiiielistt and aide onts seasagT 10M 
easivoons [Liw yitbinlt sevorqml dh jadt inotxe,edt os 


Nethercut &é Young 
FTerente, Ontario A2o043 


lenders to increase their holdings in mortgages and 
will attract to the mortgage field new buyers who 

have previously avoided investment on account of 
illiquidity. The decision in May, 1961, by C.M.H.C. 

to’ begin a series of offerings of mortgages through 
tenderg wag certainly a constructive step. As a result 
it -can;be .satd that ,acestart hase been»made in ithe 
development of a secondary market in this country. 
Abthoughemosttef thewmorntgages toffened fbyetenderonwere 
purchased by investors whose intention was to make a 
long term investment, some trades have been made 
between ak te without any relation to aispecific 
péevidernibyiCsM.HIC. 

be. Phe ,decigionetooaitloweilnvestmentedealera to 
tender for mortgages wae also an important step forward. 
The fact that N.H.A. mortgages are presently unfamiliar 
and unusual to many lenders, other than institutional 
lendetasuise notafiundamental fandlinvestmentadealers 

have aorole to»playineovercoming this. .So far 
relativelywfewotnvestment ;dealensshave (takenvanninterest 
ineNsHsA. omortgages cand eCuM.Hye ssehouldnencourage smonre 
deabérentoytake anrbaterest?s néwMpH Ca thagnalnzeady 

held cunitematannebpiaeo Montreal and Toronto primarily 
for the purpose of clearing up problems and answering 
quest tone thatiedeabkere !andaothernltinvestore may phave ¢ 
Further public relations work: of this: kind should. be 
earnted :out; 

bhi Thenfac t.nthathmontgagesendistiahecserviced 

by an approved lender has had andiwill have an effect 
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b2. At present C.M.H.C. charges a flat fee of 
$2,75-per month per mortgage for servicing. This 
differs from the way that private institutions price 
their servicing, normally as a percentage of outstanding 
principal amounts of the mortgage. 

= There is alvartety of -different |typee “ofaNeH.A, 
movtgageasveeTooua Warge extentathtle teacandrwbrlnednt tinue 
to be unavoidable with resultant differentials in 
servielngneoste} However, certain differences that 
exist appear capable of elimination. For instance, 

the existence of both 100 per cent and 98 per cent 
ingured iOnpnae as in;the secondary market could create 
difficultieg. It would seem adigable that consideration 
be given to C.M.H.C. retroactively insuring all.98 

per cent mortgages to 100 per cent. Since all 98 

per cent insured mortgages have been outstanding 

for several years, the Likelihood of any loss due to 
Horécloesure if diminishing fairly rapldadly and it. should 
not prove aifcdgbiy Movecon! the spartuof “GsMj;H.C. 

14, We consider that the most effective impetus to 
the development of a secondary market in mortgages would 
bergiven by the! formation ofi mew private institutions 
such as The Canborough Corporation whose prime function 
will be to own and trade in N.H.A. mortgages and issue 
in its own name the full range of familiar corporate 
securities, secured against ingured mortgages. Such 
corporations will be capable of channelling large 
eourcesrofinoney tanto the Nmonrigagenrfinance tfiitewd@, and 
wll play dn important ‘role tin:developing «a secondary 


market initime standing ready not only to buy mortgages 
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but to offer them on a continuing basis to other 
puyerén 

ees An alternative to the development of. such 
corporations could be a vast expangion in the size 

and operation of C.M.H.C.» Thus C.M.H.C. would have 

to stand ready at all times to buy and sell mortgages 
ang the question would arise ag to whether or not 

it ghould finance its portfolio by issuing its own 

obld gatLone?! tor theiwpubhliie,y 

16. Such issues could be either direct Government 
guarantees or obligations of C.M.H.C. with an implied 
Government guarantee; but it would be natural for 
other Crown Corporations to finance nh a similar manner 
and central control of such financing would become 
increasingly difficult. Inevitably conflicts of 
interest would arise amongst both the financing 
corporations, and the Government's own fiscal and monetarily 
pelicies. 

YQ If Crown Corporations issue their own 
obligations, which might be said to carry an implied 
Government guaranteé, the situation could be even more 
difficult. Central control would become harder, there 
would be real differences in credit between the different 
corporations which would affect their rates, and there 
would certainly be legal problems which would require 
changes ina variety of legislation to permit the 
purchase of such obligations. Such changes were 
neceggary in the; case of N.H.A. mortgagee themselves. 
18. If it ig decided that the role of C.M.H.C. 


in financing the Nation's mortgages is to be continued 


fe wetido: OF alesd 
eiu'T? * Carl 

? ; Prem to taomgoLev spb: ond ot evi mie Gh pro pes 
“oss estan ent oft nolensqxs tasv Bosd blyos saotts teqioo 
| eve bluow ,O.H.M.0 sudT .0.H.M. Oo to noel Javeqo: bas 
|. eegsgtzom frea bas wa ot: femtsd. [is Tso yhssx onsts. oF 
(ere pre 2s e8ixs fGivow nolsjsgoup» edt brs 
owo atti antvest vd olfotsseq att sonseni th binods dt 
oftiduq edt od. snotiesif{do 
| Inomaxevod: tosutp yortie ed) pblvoo seuest dows 4 -. or 
oo as dtiw .9.HuMy9 to anoltaegifide to acetnsrsyg 
ovsevet [srvteaned bilvow df tud >: p> ssdnsteya dn smareved. 
> qeansm usiimis 8 cf sonsnt? of anottsrogioD awoxd> Yedto 
eoosd bivow antonsnrt dove to, lorinos Isrdaeo prs 
to atoblingo yidetivenl  .iinotiiip? vwianiassront 
acieonsalt sat diod tagaoms salrs-bivnow teeretal 
Jscom bas Lsoait nwo atdnonmrevod eft pas .anottsxoqtoo 
.asstollog 
ini "feny eveal sAolisrogtTo) sword TL ay a Bs 3 
sbeiiqml ns yitso ov pies eds tdgtm dofdw .enolisgi ido 
bo) SON setters © Sof pinos noitsutts adit .setnsisug Toenmrevop 
ened ~Tebted emoosd pluow fortnoo L[srined «.tivelttib 
jaomeTTip edt neewied tipero oi seonerettip- Ise x ed bivow 
| owed pie .2etex atedt er bivow nites aenolssroqiroo 
“ox tuper bivew dofdw amefdoxg [sgol ed yvlatsixeso blyuow 
edt timed oF sotssisiger to yieitsv 8 af gegosdo 
erew gegisdo roua ,anofisaiido dows ‘to Sasconug 
 . Rovisemens ssgsgtitom ,AJH.U he iebeo eat mi VIS889990 


| Rerun to efor ert dsd7 bebloep ete¢3 AB uelio SLOE 


-b3un deacon’ ot escieenngnis ep mn eee 


sf 


1 ¥ 
— nes Jig ek s i Amit aE 


<< 


Nethercut & Young 
Terente, Ontaric A2046 


and expanded, the most desirable method of providing 

the corporation with funds would be a continuance of 

the present system whereby the Government raises debt 
directly and lends it to C.M.H.C. However, this 
presumes that it is a proper function of the Government 
to finance mortgages in this country. To the extent 
that it is desirable to have public participation in 

the ownership of mortgages, a route other than through 
Government financing would have to be found. 

19. ‘More fundamental than such technical reasons 
ie the nel that in a country whoge basic tenet is a 
belief trp stHe private enterprise system, it would seem 
that the Government's role in commerce and industry shoul 
be that of encouraging private institutions to perform 
those functions which they can prudently carry out, 
while Government should accept those risks that cannot 
be considered economic. 

aw; We take’ the view that the role of the C.M.H.C. 
should be principally in'that' area ‘that. is “outs ide 

the field of commercial business, particularly insofar 
ag its direct ‘lending ‘activities are concerned. - Thege 
fhould be increasingly restricted to loans on municipal 
and other projects which are socially necessary and 
require #pecial ‘rate £, 

yt C.M.H.C. should perform two important ulations 
which would assist the development of a secondary 

market and which would not require adgitional permanent 
capital. TFt'*ehneuld act ae a lendér ‘of last’ resort to 
agfure funds, perhaps at a penal rate to Ifmnetitutions 


such as The Canborough Corporation who are active in the 
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secondary market; and should act to agsure a continuing 
supply of mortgages into the market through continuing 
gales from their own portfolio. 

223 The remainder of the submission is devoted 

to an examination of the various roles played by 
existing \institutions and their relationship with new 
inetitutions such as The Canborough Corporation. 

2By Life insurance companies are by their nature 
long term buyers and are an important source of mortgage 
money. Most are approved lenders capable of originating 
and servicing their own holdings. Their investment 
portfolios being long term tend to be relatively 
inactive and these institutions are not the logical 
developers of a secondary mortgage market. However 

the life companies will undoubtedly benefit by the 
development of a liquid market which may well in time 
induce them to extend their mortgage holdings by putting 
more of their funds into insured mortgage loans. 

a4. The pension funds have been and will be major 
buyers of mortgages. One main investment requirement 
LsAasrhigh acreturnvony investedacaplitalnvas: ie consistent 
with maximum safety. It is apparent that many pension 
funds have not yet purchased mortgages and gome are stil 
prohibited by their By-laws from doing so. These funds 
are growing rapidly and are becoming an increasingly 
important source of national capitals sin the: future 
they should be encouraged to buy mortgages. 

25%; The trust. companies have Wed. gevelopedso ant. 
mortgage departments and they administer a great many 


pengion funds, and these and their Guaranteed Funds 
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are a large source of capital for N.H.A. mortgages. 
Trust companies, through their mortgage departments, 
both: originate and service N.H.A. mortgagee. The 
mortgages they originate are in part for their Guarantee 
account and for funds under their administration. Their 
roles then is to originate and sell mortgages to buyers 
for whom they have specifically acted. While this is an 
important source of funds for N.H.A. mortgages, it does 
not substantially contribute to creating a mortgage 
market. We feel that the trust companies' role would 

be enlarged if they and other approved lenders were 
specifically permitted to charge a fee to the lender 

for originating mortgages as an agent on behalf of 

the Lenderw 

26. The Investment Dealers! role ig purely 

in the secondary market and it has not as yet become 
very large. It is hindered to some extent by their 
inability to bank N.H.A. mortgages in the chartered 
banking syetem, but other sources of interim 
accommodation are available. We can foresee.Dealers 
playing an increasingly large part in the secondary 
market; a role that would be complementary rather 

than competitive with new mortgage institutions. 

27. The role of the chartered banks in mortgage 
lending is an interesting subject. During the early 
part of the last decade when the shortage of available 
funds for mortgage loans became apparent, the necessary 
legislation was passed, and the banks were urged to 
participate actively in the mortgage field. From 1954 


to 1959 the banks played a major role in new home 
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financing and only ceased when the N.H.A. rate 

exceeded the bank's statutory limit of 6 per cent. 

The chartered banks, with the most extensive system 

of branches in the country, appear to be in an excellent 
position to provide servicing facilities for mortgage 
loans. 

28. If no steps are taken to create new 
institutions whoge role would be the funnelling of 

funds into mortgage loans and direct an active 
participation in creating a secondary mortgage market, 
and if a solution to this problem is to be found in 

the comin dt private enterprise ag opposed to the 
extension of C.M.H.C.'s ‘activities, it’ must follow that 
the banks will again be expected to become active in 
thie field. 

29, The Canborough Corporation wag created yaUhuse 
it was felt that the soundest solution lay aha format ion 
of a new type of institution that is specifically. suited 
tothe LTulfid imei of* thie’ roie, 

30. Canborough is degigned to be a uniquely neutral] < 
inetitution using the services of existing ina et Aas 
Such as banks and trust companies rather than attempting 
to originate and service N.H.A. mortgages itself. Its 
role in the secondary market will consist primarily 

of trading mortgages with institutional buyers and 
sellers in order to improve the liquidity of the market 
and it ig not designed to duplicate the gervices of the 
existing institutions. 

31; One service that corporations such ag 


Canborough would like to perform for which it appears 
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evident that there is a real need, is the undertaking 
of forward commitments to make mortgage loans. This 

is -a function that would provide a service that should 
be differentiated from the service of providing the 
loan itself. In other words, it should be permissible 
for such corporations as Canborough to charge a reagonable 
standby fee against the borrower for performing such 

a service and that this should be recognized as guch 
and it should not be deemed that the N.H.A. loan 

le originated at a price other than par or at a rate 
other than the statutory rate. 

De Given a desired level of new residential 
construction, it is clear that the formation of a 
corporation such as The Canborough Corporation will 

not result in a new and additional drain on capital 
markets of the country. While it will attract funds 
that normally seek corporate securities, whether debt 
or equity, whether short or long term, the amount which 
C.M.H C. might feel it necessary to put into thig area 
would be correspondingly reduced. By its nature and 

in the interest of ‘economic operation, companies euch 
as Canborough will obviously be seeking funds in that 
area of the market where capital ig most fully available 
rather than competing with other borrowers for sources 
where there is a current shortage of capital. 

33. One of the principal results of the develdp- 
ment of a satisfactory secondary market in mortgages 
could os the effect of bringing mortgage rates closer 
to other long term rates, To the extent that thie is 


achieved, thie will act against the best interest of 


Canborough but at least thig will mean that the 
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formation of The Canborough Corporation was 


justified. 
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A PPENDIX 
SUMMARY OF RECOMMENDATIONS 
Recommendation 1 - Ref. Page 3, Paragraph 13. C.M.H.C. 
should consider retroactively insuring all N.H.A. 
mortgages to 100 per cent. 
Recommendation 2 - Ref. Page 4, Paragraphs 16 and 17 an 
18. C.M.H.C. should not issue debt directly to the 


public, 


tT! 


Recommendation 3 - Ref. Page 5, Paragraph 20. (C.M.H.C. 
direct lending should be restricted to that area that ig 
eutside the fleld of commercial business. 

Recommendation 4 - Ref, Page 5, Paragraph 21. C.M.H.C 
should be prepared to act as a lender of last resort 

to assure funde to institutions who are active in the 
Secondary market. 

Recommendation 5 - Ret. Page (5, Paragraph 21. GC. n.o, 
should be prepared to continue providing mortgages for 
the secondary market through sales from its own 
portfolio. 

Recommendation 6 = Ref. Page 6, Paragraph 25. Approved 
Lenders should be ements to charge a fee to the 
ultimate buyer for acting as agent in originating 
mortgages, 

Recommendation 7 - Ref. Page 7, Paragraph 31. Approved 
lenders should be permitted to charge a standby fee 


to the borrower for undertaking forward commitments, 
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